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De Soto’s new instrument panel has Continental styling, dials closer to driver. 


Luxurious new interiors are decorator-matched to car colors, 


How the new 1954 LE SOTO AUTOMATIC! 


puts you ahead...automatically ! 


NYONE can see that this is the handsomest DeSoto 
ever built. But it’s what goes on behind that 
sleek, exciting surface that’s making the big stir in 
new-car talk. For this year, DeSoto’s engineering does 
automatically what other cars try to do! 

For instance, take PowerF.uiTE, DeSoto’s new fully 
automatic transmission—the most advanced in the 
industry. It takes you from standstill to cruising speed 
in the time you spend reading this sentence! And does 
it without lag or lurch between gears. 

Powering this jet-like getaway is the new Fire Dome 











V-8 (now stepped up to 170 horsepower), or the famed, 
lively Powermaster Six. 

And you're ahead every other way. You relax with 
Full Time Power Steering that takes away the work 
of wheel turning. And with Power Brakes that take 
hold at the touch of a toe. You can even keep cool in 
summer with real DeSoto Airtemp air conditioning. 

These are only a few reasons why DeSoto bids 
strong to be the car of ’54. Let a DeSoto dealer prove 
exactly how it puts you ahead automatically! 

DeSoto Division, Chrysler Corporation 























DE SOTO-PLYMOUTH Dealers present GROUCHO MARX in “You Bet Your Life” every week on both RADIO and TELEVISION. .. NBC networks. 











THAT’S A TRANSISTOR, invented at Bell Telephone Laboratories. This tiny electronic device can do many things that 
vacuum tubes can do and more besides. Though little larger than a coffee bean, it can amplify electric signals 100,000 times. 


She’s Holding a Five-year-old Granddaddy 


The Transistor was announced only 
five years ago but it is already the daddy 
and granddaddy of many promising off- 
spring. All of the growing uses of this 
tiny electronic device stem from its in- 
vention at Bell Telephone Laboratories. 


Seldom has there been an invention 
with such exciting possibilities in te- 
lcphony and in other fields. A recent is- 


sue of The Reader’s Digest calls it “The ° 
Fabulous Midget” and reprints these~ 


words from an article in the Science 
News Letter: “In less than half a cen- 
tury, the electronic tube has changed 
the world. The effect of the transistor 
on our lives may be equally potent.” 


The Bell System, in accordance with 
its established policy of making all of 
its inventions available to others on 
reasonable terms, has licensed forty 
companies to make and sell transistors. 
These include makers of advanced 


BELL TELEPHONE SYSTEM 


equipment for defense, as well as radios, 
television sets, computing machines, 
hearing aids and electronic apparatus. 


One of the first uses of the Transistor 
in telephony was in the new electronic 
equipment which enables telephone 
customers to dial Long Distance calls 
from coast to coast. 


We can already see the time when it 
will bring many other improvements in 
both Local and Long Distance service. 


LOCAL...TO SERVE THE COMMUNITY. 


NATIONWIDE ...TO SERVE THE NATION. 








The snaat of safe traffic control 


Today’s increasing traffic congestion absolute uniformity of wall thickness, 
puts new loads on signal systems. That permits a greater number of cables in 
makes Laytex wiring more important a given space. Thousands of American 
than ever before. Laytex is the sure cities and towns rely on Laytex—for 
link to safe traffic control because it performance and for dependability. 

provides greater dielectric strength, FREE: Write for sample and booklet. 


® 
U.S. Laglex Communication and Control Cables 
UNITED STATES RUBBER COMPANY CSN 
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SIXTH ANNUAL 





REPORT ON AMERICAN INDUSTRY 


A matter of opinion 


LasT suMMER in Detroit a reader told one traveling Forsesman: “Your 
January 1 Report on American Industry is nothing but opinion.” 

Of course it’s opinion. Newspapers can stick to day-to-day facts, 
without comment. Periodicals like Forses carry the function one step 
further— to facts and comment. And this interpretive function always 
involves opinion. 

The important thing about our January 1 Annual Report issues, how- 
ever, is that much of the opinion is generated outside Forses’ editorial 
rooms. During the last six months, for instance, we have taken some 
pains to insure that the Labor Relations ratings in this issue reflect the 
opinions that really count--the opinions of working people. 

How was this done? 

For every single company rated in this issue, a sample of workers 
was taken at the plant-floor level. The company had no part in selecting 
the sample and, in most cases, was unaware that ForBEs interviewers 
were asking questions. Each worker was asked—individually and face- 
to-face—a series of 14 diagnostic questions about his job. Questions 
like: “Would you want your children to work for the company?” “Where 
do you get your information about the company’s progress?” “Do you 
think you need a union in your plant?” “What other company in town 
would you rather work for?” 

Our Labor Relations ratings are distilled from the answers to these 
and other questions. Of course the ratings reflect opinion—they reflect 
the very opinions that elaborate industrial relations programs are 
designed to improve. So by the simple act of measuring these opinions 
and reporting them, Fores can answer the $64 question, asked by 
every personnel man worth his salt, namely, “What do our workers 
think of the outfit they work for?” In the present climate of labor rela- 
tions, muddied by inflations, the problem of bigness, militant union 
propagandists and a shortage of good working people, we think this 
matter is worth all the time, trouble and expense we've given it. 

In other areas covered by this rating issue—management, public and 
community relations, stockholder relations—opinion also enters. Some 
of it is ForsEs own, and rightly so. Many of our editors have analyzed 
and reported on specific industries over several years, have talked to 
blue-chip presidents, have seen their plants and watched their policies 
change. Their ratings are distilled from long and intimate acquaintance, 
from their year-round preoccupation with the many approaches to 
evaluating top corporate leadership. 

Likewise with public, community and stockholder relations. But even 
here, we have made a sincere and painstaking attempt to organize the 
very process of forming opinions. Annual reports, for instance, loom 
large in fixing ratings for stockholder relations. And the reports of all 
corporations are evaluated on the basis of a standard checklist, pub- 
lished in our issue of August 15, 1952. 

The editors of Forbes are aware that their annual task is a responsible 
and important one. To say that the managerial talent of billion-dollar 
corporation A is weaker than that of corporation B puts us right on a 
limb. But in order to present a bird’s-eye view of American industry, 
we have to climb out on a limb. 

The reader will notice that some classifications are left blank for certain 
companies. Where Fores editors felt their facts were not firm enough 
to justify a rating, they made none. 

In every case, they were motivated by a single aim: to give our 
250,000 readers a fair and detached evaluation of the corporations in 
which they invest. And by this process, they are confident they can 
also render an indispensable service to industry itself. 


























TWO-LINE 
EDITORIALS 












Consensus of opinion: 1954, on the whole, 
should be another good year. 





As year opens, business activity is in a 
moderate decline. 







But no major recession is looked for. 





There will be natural adjustments in a 
growing and dynamic economy. 






Personal incomes and employment are 
still near peak levels. 







Lower income taxes and end of excess 
profit taxes will be beneficial. 






So will lower expenditures for foreign 
economic and military aid. 







Cost of living should be lower with full 
return of competition. 







International developments hold key to 
the situation. 






President Eisenhower’s vigorous leader- 
ship, at home and abroad, is encourag- 
ing. 







Russia’s action on President’s proposal 
to pool atomic materials for peaceful 
purposes will reveal her intentions. 












The atomic age is dawning! 






























Plans for first atomic power plant in 
U.S. have been approved. 








Potentials, especially for backward 
countries, are enormous. 


Major farm problem: What to do with 
growing surpluses of farm products? 





Suggestion that they be put in interna- 
tional pools for famine relief and de- 
fense sounds sensible. 





Foreign trade, not aid, will come to 
fore in 1954. 


In buying stocks, be cautious and se- 
lective. 


Competition will make it rough for 
some individual companies, particularly 
the marginal and high-cost ones. 





Companies that have selling know-how 
will do better than others. 





On the whole, moderate optimism is 
justified. 









year to all our readers! 


—G.W. 








A healthy, happy and prosperous new 


THE ECONOMY 





THREE TIMES in 35 years American 
business forcefully demonstrated it has 
no fear of war. Last year the economy 
proved it can handle war and peace 
at the same time. Experts were too 
busy forecasting “sharp declines” to 
notice, but 1953 books closed on one 
of the best years in history. Tired of 
professional wet-blanket forecasts, a 
Philadelphia Inquirer space rep pre- 
pared for a prosperous peace with a 
slogan from war. The motto for his 
region, said he, will be “damn the tor- 
pedos—full speed ahead!” 

In the broadest sense, 1953’s eco- 
nomic course was shaped by six ma- 
jor factors: 

(1) At the outset a Republican ad- 
ministration stepped into the driver's 
seat for the first time in 20 years. Eisen- 
hower’s accession was hailed by most 
businessmen as the assurance of “a 
more understanding atmosphere.” 

(2) The last of price controls were 
junked. Some prices rose, but sellers’ 
restraint—kept alive by wary consumers 
—held the cost of living to a moderate 
rise. The Consumer Price Index spurted 
ahead 12.3% from June, 1950 to Octo- 
ber, 1952, an average of 0.43 percent- 
age points per month. For the twelve 
months through last October, the in- 
dex gained only 1.1%, an average of 
only 0.09% per month. 
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DEBRIS OF AN AUTOMOBILE GIVING BIRTH TO A BLIND HORSE BITING A 
TELEPHONE (BY DALI): not everybody had 1953 model holdovers 


(3) In keeping with the new Ad- 
ministration’s “hard money” policy, 
Treasury Secretary George M. Hum- 
phrey quickly moved to turn a portion 
of the nation’s debt into long-term 
bonds. As securii‘es were offered, how- 
ever, the Treasury found money sur- 
prisingly scarce. To market $1.1 billion 
in new bonds, Humphrey had to pay 
34%. Pressured by squeals from both 
borrowers and lenders and spurred by 
a genuine horror of too much defla- 
tion too fast, the Federal Reserve Bank 
stepped into the market, bought up 
Governments to lower interest rates. 
Where the rate for treasury bills had 
hit 2.4% in June, it was down to an 
easier 1.5% by year end. It was fear of 
the money market reaction, more than 
any other factor, that convinced gov- 
ernment the budget cannot be balanced 
until fiscal 1956, if then. 

(4) Most dramatic influence was the 
end of the Korean War. Although in- 
dustrialists were inwardly torn between 
a desire for peace and a fear of losing 
armament business, the effect of cease- 
fire was nil. Business had not known its 
own strength. 

(5) On armistice’s heels, fear of in- 
flation gave way to fear of defense cut- 
backs. With even the Defense Depart- 
ment unsure of future needs, manufac- 
turers began to scurry for bigger shares 
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GOOD HINTS FOR 
WINTER HEALTH 


‘The Forecast 
Continued cold today and tomorrow. 
Possibility of more snow or sleet later 

<= . in the week. 


During the next three months cold weather, like the fore- 
cast above, may be with us. While winter holds sway, millions 
of Americans will have their annual bouts with the common 
cold. Others will suffer from more serious respiratory condi- 
tions ranging from laryngitis to pneumonia. 


Despite the increased chances for respiratory illness during 
the winter, there are many things you can do to help ward 
this off—or if it does occur, to prevent complications and 
hasten recovery. Here are some good hints for winter health 
which you may wisely follow. 


1. Build up your resistance. Respiratory infections are 
most likely to strike when a person is “run down” or “tired 
out.” So, it is wise to get plenty of rest and sleep, take some 
exercise, and dress warmly to avoid becoming chilled. It is 
important to keep living quarters moderately heated with 
moistened air. 


2. Do not be careless about colds. If you get a cold, and 
have a fever, it is usually advisable to stay at home for a day 
or two. Rest in bed if you can, preferably in a room by your- 
self so as to prevent spreading the cold to others in the family. 
Keep warm and eat lightly. Jf fever persists or is unduly high, 
call the doctor without delay. 


3. Give yourself plenty of time to recover. Medicines 
which the doctor prescribes may send the fever down rather 
quickly and make you feel much better, but this should not 
be a signal to get up immediately. 

You may run the risk of weakening your body’s ability to 
continue the fight against the invading “‘germs” if you get up 
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too soon. All too often this results in a relapse which may be 
more serious than your original trouble. 


4. Have a physical examination. If you have “one cold 
after another,” suffer from repeated sore throats, or are 
bothered by a chronic sinus condition, it would be wise to see 
your doctor for a thorough health examination. He may find 
conditions that can be easily corrected—or he may suggest 
measures that can help you go through the winter in much 
better health than ever before. 





Please send me a copy of 
your booklet, -154-F. 


Name 
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Put your chips 
where the blue chips are! 


Along the friendly, modern B&O is many an 
“aristocrat” of industrial America. The “blue 
chip” corporations gained eminence through 
the know-how of production men and the 
judgment of management. We’re proud of the 
“blue chips” who chose B&O territory for 
further expansion. They accepted the advice 
of our specialists in site selection. 


Your stake in B&O territory will pay off! 





































Here is economic atmosphere ideal for profit- 
able production and sound growth. Our men 
really “know the ground’’—they’ll prepare, in 
confidence, without obligation, a study exactly 
to your needs. 


Play the game to win—ask our man! 
































You'll find B&O Industrial Development men at: 


New York 4 Phone: Digby 4-1600 
Baltimore 1 Phone: LExington 0400 
Pittsburgh 22 Phone: COurt 1-6220 
Cincinnati 2 Phone: DUnbar 2900 
Chicago 7 Phone: WAbash 2-221] 



















) Baltimore & Ohio 





Ratlroad 








Constantly doing things—better! 
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of the civilian market, laid the ground 
for a promise of keener competition in 
all lines. 

(6) Industry prospered, but farmers 
claimed injury from tumbling com- 
modity prices. Some of them marched 
to Washington. All blamed Agriculture 
Secretary Ezra Taft Benson for glutted 
market conditions he had not caused 
and could not singlehandedly cure. At 
the height of the squabble over free 
markets vs. parity supports, one farmer 
wailed: “I’ve lost $100,000 this year, 
and if this goes on for three or four 
more years, I'll go broke.” Far from 
being weaned from formula props, 
Southern cotton growers last month 
voted overwhelmingly for acreage cur- 
tailment rather than face lower parity 
guarantees. 

Statistically, the year’s biggest switch 
came in late October. By the next 
month, Forses could report: “After 
weeks of edgy waiting for the long- 
heralded ‘adjustment’ observers for the 
first time could validly claim it was 
here.” The indicators: The Federal Re- 
serve Index of Industrial Production 
was off from June’s 241 to 228 in 
November. In the same period, ForBEs 
Index crept down from 119 to 114.3. 
And Forses December Map of the 
economy showed a 1% average drop in 
activity for the whole nation from the 
December 1952 level, the first back- 
ward step since April 1952. 

The Labor Department reported 
total employment of 62,224,000 for 
October, 82,000 less than in September 
but 562,000 more than during the same 
months in 1952. By November, said 
the agency, non-farm employment was 
at 49,200,000 and on the way down. 
“The factory work week dropped to 
89.9 hours [the first November in four 
years in which it was not well above 
40 hours] but workers’ average weekly 
pay, at $71.02, remained at record sea- 
sonal levels.” Hourly wages, including 
overtime, averaged $1.78, the same as 
in the two preceding months, up 7c 
for the year. 

Reductions in factory workers (160,- 
000 fewer than in November 1952) 
were the first in nearly 18 months. 
Labor officials found most non-seasonal 
layoffs among metal fabricators and 
machinery makers, in textile and rub- 
ber mills. 

If more individuals were looking for 
jobs, 1953 was far more kind to most 
industries. Reports National Associa- 
tion of Savings Banks President Rich- 
ard A. Booth, for example: “Assets have 
topped the $27 billion mark for the 
first time in the 136-year history of 
these institutions.” Deposits gained 8% 
by climbing to an estimated $24.5 bil- 
lion by year-end. “The gains for each 
month,” said Booth, “were the largest 
for any corresponding month since 
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THERE’S A C-E BOILER TO MEET YOUR NEEDS 


Whether you need a boiler 


. like the C-E, Type VP (above) which can be snugly placed, fully 
assembled, on a flat car or truck for delivery right to your plant floor 


... Or a giant power station boiler that takes about 200 cars, the equivalent 
of four fifty-car trains, just to get the components to the job site 
...or anything in between... 


— you'll find the complete line of C-E boilers includes a type and size that is just right 
for your steam needs. 





The Type VP, for example, is ideally suited to the requirements of small 
plants. Available in capacities as low as 4,000 pounds of steam per hour, the VP 


comes to you fully assembled and ready for operation as soon as the necessary 
service connections are made. 


At the other extreme, C-E is now building a 15-story high utility boiler to 
serve a 260,000 kw turbine generator. It will burn nearly two carloads 
of coal an hour — enough to heat ten average homes for a year. 


Long experience in building boilers for all power, process and 
heating needs is just one of many reasons why you can 
depend on Combustion to supply a boiler exactly suited 

to your particular requirements. 


ZZ Ge vA s ifs 
COMBUSTION ENGIN 





Combustion Engineering Building 
200 Madison Avenue, New York 16, N. Y. 


Boilers, Fuel Burning and Related Equip- 
ment; Pulverizers, Air Separators and 
Flash Drying Systems; Pressure Vessels; 
Automatic Water Heaters; Soil Pipe. 
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Gar Wood LOAD- 
PACKERS for clean 
communities. 





Buckeye DITCHERS 
for underground mains. 





Gar Wood DOZERS 
for sanitary land fill 
work. 








Gar Wood CRANES 
for construction and 
maintenance. 





Gar Wood TRUCK 
EQUIPMENT for 
general hauling. 


INDUSTRIES 





te. 
worWw00d 
looks at public health 

















“DEATH RATE PER 1,000 POPULATION 
SOURCE : Federal Security Agency— Public Health Service 


He's a lucky boy! Born in 1950, he enjoys an average life 
expectancy of 68 years—as compared with only 47 years 
in 1900. From 17.2 deaths per thousand population in 1900, 
the U. S. death rate dropped to 9.6 per thousand in 1950... 
and the rate continues to decrease. This remarkable record, 
says the Department of Health, “can be traced in large part 
to steady reductions in the death rate for infectious and 
communicable diseases." 

Many factors have contributed to our improved public 
health but none has been more significant than our municipal 
sanitation programs. Fast, frequent collection of garbage and 
refuse has helped control disease by centrolling disease- 
carrying vermin and insects. Sanitary land fill operations 
have provided safe, efficient means of disposing of refuse 
while actually creating useful property for civic improvements. 

Proper sewage facilities are also vital to America's health. 
Thousands of miles of underground mains carry wastes to 
disposal plants while additional mains carry fresh, pure water 
into every home. 

For many years Gar Wood has provided American com- 
munities with the means of maintaining and improving sani- 
tation. Gar Wood LOAD-PACKERS are used in more then 
2,000 communities for fast, sanitary, economical refuse col- 
lection while Gar Wood Dozers and Scrapers work daily 
in sanitary land fills. Gar Wood Ditchers and Cranes—as 
well as Dump Truck Bodies and Hoists—play a major part 
in constructing and maintaining water and sewer systems. 
Yes! Gar Wood plays a vital role in protecting America’s 
health. 

U.S. AVERAGE LIFE EXPECTANCY 









BORN IN 1900—47 YEARS 








BORN IN 1950—68 YEARS 















GAR WOOD INDUSTRIES, INC. 
EXECUTIVE OFFICES, WAYNE, MICHIGAN 


WAYNE DIV., Wayne, Mich.; ST. PAUL HYDRAULIC HOIST DIV., 
Mattoon, Ill.; MATTOON DIV., Mattoon, Ill.; FINDLAY DIV., Find- 
lay, Ohio; RICHMOND DIV., Richmond, Cal.; NATIONAL LIFT CO., 
Ypsilanti, Mich.; UNITED METAL CRAFT CO., Ypsilanti, Mich. 
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computation of figures began in 1947, 
But during the third quarter they fell 
about 10% below those a year ago.” 
Dividends paid hit $570 million, ac- 
counts increased 2% to top 20,000,000 
for the first time. 


To illustrate the gigantic size of U. S. 
electricity makers, Ohio Edison Presi- 
dent Walter H. Sammis disclosed that 
total construction, expenditures, new 
financing, and new generating installa- 
tions of privately owned companies all 
hit record highs. The whole industry 
(including government agencies) gen- 
erated 442,000,000,000 kilowatt hours 
(up about 10% over 1952). Customers 
increased by 1,400,000 to 49,900,000. 
About 98% of all occupied homes now 
buy power, used an average of 2,355 
kwh last ‘year, more than double the 
1944 average. 


For the juice they sold, electric firms 
took in $5.94 billion in the 12 months, 
9.5% more than the year before. Net 
was up 9% at $1.05 billion. To finance 
expansion, companies sold $1.2 billion 
in bonds, $525 million in common and 
$215 million in preferred stock. The 
balance came from depreciation ac- 
cruals. 


Other industries were bragging, too. 
Materials Handling Institute President 
Howard M. Palmer said: his industry's 
volume “has reached $1.25 billion.” 
He figures it takes about $1 in han- 
dling equipment for every $100 of 
manufactured products. Shoemakers, 
one of the economy's long-time down- 
at-heel groups, announced total 1953 
output was about 505,000,000 pairs, 
compared with 508,000,000 the year 
before. Production in 1952 outran con- 
sumption. But cautious manufacturing 
and even more cautious retailer buying 
brought inventories close to a normal 
balance last month. 


Shrinking stocks were characteristic 
of year-end planning. In October, in- 
ventories dropped $350 million (on a 
seasonally adjusted basis) under Sep- 
tember levels, the first decline since 
January, 1953. Explained a Commerce 
Department man: “Manufacturers, 
wholesalers, and retailers didn’t build 
up their stocks the way they usually 
do in October. We expected a $1 bil- 
lion or so boost in stocks but we ac- 
tually got only $600 million.” Consid- 
ered a reflection of “cautious” policy, 
among purchasing agents, light inven- 
tories are the one major difference be- 
tween late 1953 and the late 1948 con- 
ditions which set off the 1949 “inven- 
tory adjustment.” There is some chance, 
too, that understocked shelves may 
spur heavier sales in 1954. 


First to feel a sharp slowdown among 
heavy industries was steel—production 
hovered between 80% and 90% of ca- 
pacity in December, although the year’s 
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HERE’S A HOLE 188,000,000 FEET DEEP! 


One hundred and eighty-eight million feet down!... 


that’s the total feet of hole your American Petroleum 


Industry drilled in 1952. It represents the 48,800 new 


wells they completed throughout the United States. 


So what? ...So it means a greater reserve of oil than 


ever before in U.S. history. It’s oil 
needed to meet the all-time peak de- 
mand of the American consumer ... 
estimated as high as 8,022,000 bar- 
rels a day in the last quarter of 1952! 


...and it cost the industry 4 billion 


dollars to produce these truly outstanding results! 

Cities Service drilled 375 miles of holes itself in 
1952, carrying on exploration activities during the 
year that extended over 26 states, and into Canada 
and Mexico, and produced 43,000,000 barrels of 


liquid petroleum. Cities Service is 


re ITI € $ proud to play its part in this tremen- 


dous effort to keep our standard of 
living the highest in the world ... to 
keep America vital and strong for 


its role as the leader for world peace. 


SERVICE 


An important part of the American Oil Scene 
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output easily broke 1951’s all-time rec- 
ord. Big reason for steel’s dip from 
earlier peaks was the auto industry's 
belated realization that “retail deliv- 
eries—sooner or later—are the correct 
yardstick for auto production.” Stude- 
baker, Nash, Willys and Kaiser, Hud- 
son, Packard and Chrysler all cut pay- 
rolls after September, closed down 
briefly to let sales catch up with as- 
sembly lines. Last month, showrooms 
were cluttered with the unsold debris 
of the 1953 model run; only General 
Motors and Ford seemed unable to 


build all the cars they could sell. With 
complacent glee, Ford General Sales 
Manager Lew Smead commented: 
“Someone may have built too many 
cars in 1953, but not Ford.” Without 
backing his boast with figures, Smead 
claimed that the last 12 months cov- 
ered one of the best years in Ford 
history. Like other industry leaders, 
Smead figures this year’s total car out- 
put will drop about 500,000 units to 
between 5,600,000 to 5,300,000. “The 
new year is going to be competitive,” 
said he, but he expects somebody else, 








the ground. 


and transport this superior fuel. 


PANHANDLE EASTERN PIPE LINE COMPANY 


PRODUCER, LONG DISTANCE TRANSPORTER AND SUP- 
PLIER OF NATURAL GAS TO UTILITY COMPANIES AND 
INDUSTRIES IN KANSAS, MISSOURI, ILLINOIS, INDIANA, 
OHIO, MICHIGAN AND THE PROVINCE OF ONTARIO. 


Informed investors know that one of the important characteristics of 
Panhandle Eastern is its ownership of substantial natural gas reserves. 


Competition for additional gas supply to meet increasing demands has 
resulted in higher prices for gas in the field, and higher values for gas in 


The key to a dependable, adequate supply of natural gas is the never- 
ending search for additional reserves . . 
to make enormous investments of new capital. 


The natural gas industry will continue to make these investments to 
locate new gas fields and to expand transmission capacity so long as there 
is adequate incentive to encourage natural gas companies to find, produce 


PANHANDLE EASTERN PIPE LINE COMPANY 


. a search that calls for the courage 
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not Ford, will take most of the decline. 

For all industries, nine-months’ fig- 
ures (latest available) underscore the — 
period as one of the best. Combined 
net for 502 companies rose from $3.94 — 
billion to $4.52 billion. Despite the 
handicaps of whopping taxes, soaring 
wages, higher materials costs and 
tougher selling, 356 companies regis- 
tered better net; 146, or 29%, recorded 
slides. On an industry basis, 50 cate- 
gories forged ahead, 10 lost ground in 
the first three quarters. Biggest losers, — 
with per cent drop from last year: 
stoves and ranges, 40%; coal and coke, — 
24%; metal and mining products, 19%; 
farm machinery, 17%; lumber and lum- 
ber products, 14%; hosiery, 13%. 
- While unsettled farm _ conditions 
plowed under any hope of new highs 
for most farm machinery makers, Cat- 
erpillar Tractor, an exception to the 
list, upped net. Best performance came 
from clock and watch makers, up 123%; 
steels, up 87%; gravel and limestone, 
up 110%; distilleries, up 66%; cottons, 
up 83% and apparel, up 84%. Just hold- 
ing their own were agricultural by- 
products, outdoor machinery, rugs and 
floor coverings, and woolens. 

For all his strident yelps, the Amer- 
ican farmer had few immediate money 


troubles. Estimates indicate men of the — 


soil pocketed $14 to $15 billion in net 
cash last year. Gross income was $387.5 
billion, about the same as in 1952. 
What was troubling the farmer as much 
as the drop in prices for his goods, 
was the steep rise in prices of things he 
must buy. 

Turning his back on recent history 
and peering into the coming year, as 
all business planners must do, National 
Association of Credit Men Executive 
VP Henry H. Heimann suggests that 
“1954 can be a very good business 
year if we work a lot harder, make 
slight sacrifices, and face conditions 
with courage.” To assess the outlook, 
Heimann balances good factors against 
bad. On the plus side: (1) “Current 
consumer expenditures are so high it 
is unlikely they could drop quickly 
enough and largely enough to curtail 
present production and distribution to 
any serious degree.” (2) Business has 
a good current ratio position despite 
large debt. (3) There is $9 billion in 
unemployment insurance reserves to 
cushion the shock of any widespread 
layoffs. (4) Individual savings are high. 
(5) Government is ready to pump 
credit into the stream of commerce 
whenever it is needed. (6) Population 
is growing at the rate of more than 
200,000 a month. (7) Home ownership 
is growing, but housing needs are still 
large. 

On the minus side: (1) A downturn 
in government spending may affect 
production. (2) Taxes are inequitable. 
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Hate to 


Even as you read this, some business- 
man is having a rude awakening. An 
office fire that couldn’t happen to him 
in a fireproof building has happened. 


The business records that were “safe” 
in the office safe are in ashes. The 
insurance policy he thought would 
protect him fully . doesn’t. The 
peaceful sleep he has been enjoying 
(as you have) is over. He’s out of 
business. Why? 


Because he never stopped to realize 
what a fix he’d be in without his ac- 
counts receivable, accounts payable, 
and other records. He didn’t realize 
that 43 out of 100 firms that lose them 
in a fire never reopen. 





disturb your sleep, but... 


And he didn’t know that a fireproof 
building simply walls-in and intensifies 
a fire. That a safe without the Under- 
writers’ Laboratories, Inc. label often 
starts acting as an incinerator above 
350° F. 

He also didn’t know that to collect 
fully on his fire insurance, he’d have 
to “furnish proof of loss within 60 
days’ —something virtually impossible 


IF IT’S MOSLER . 


” Mosler Safe 


World’s largest builders of safes and bank vaults... 


with his business records destroyed. 


Is today one day too soon for you to 
find out how little it costs for the 
world’s best protection—with a Mosler 


**A” Label Record Safe? 


Consult classified telephone directory 
for name of the Mosler dealer in your 
city, or mail the coupon now for free 
informative material. 


. IT'S SAFE 


Camp Wfltatiy 


Since 1848 


- Mosler built the U.S. Gold Storage Vauits 


at Fort Knox and the famous bank vaults that withstood the Atomic Bomb at Hiroshima 


FREE! FIRE DANGERater. 


The Mosler Safe Company ¢ Dep’t F-1, 320 Fifth Ave., New York 1, N. Y. 


Please send me (check one or both): 


Tells you in 30 seconds how 
much protection your vital rec- 
ords need. Easy to use. Accurate. 
Authentic. Based on experience 
with thousands of fires. Figures 
in over a dozen vital factors 
about your business. Mail cou- 
pon for your DANGERater, 


now. Free. No obligation. 


NAME 


ADDRESS. 


CITY. 


(0 Mlustrated catalog, describing the new series of Mosler Record Safes. 


O Free Mosler Fire “sDANGE Rater,” 
30 seconds. 


which will indicate my fire risk in 


POSITION 


FIRM NAME_——___ 


ZONE__—_STATE~- 
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Times have changed! 


Pension dollars do not 
accomplish what they did a decade ago. 

Inflation, taxes and other factors have affected the 
best planned retirement programs. 

These problems, and steps taken by some corpora- 
tions to meet them, are discussed in our new booklet, 
“Let’s Look at Your Plan.” We shall be pleased to send 


you a complimentary copy. 
Write today, without obligation, for Booklet F-1. 


CHEMICAL BANK 


& TRUST COMPANY 
Founded 1824 
Pension Trust Department 
30 BROAD STREET, NEW YORK 15 


19 conveniently located banking offices 
in Greater New York 















































for the INDUSTRIAL SOUTHEAST 


The $75,000,000 expansion program 

undertaken by fis oar Natural Gas Company 

two years ago is nearing its completion. 

During 1953 such important industrial 

centers as Savannah and Augusta, Georgia, have been 
added to the long list of communities served by the nation's 
finest and most dependable fuel—natural gas. 

In 1954 the Company's pipeline system will reach 

a delivery capacity of over one billion cubic feet of gas 
each day, an increase of nearly 100%, during the 

past three years. 


Natural gas plays an important part in the 

development of The Industrial Southeast—America's 
fastest growing industrial area. Southern Natural Gas 
Company is devoting its full facilities toward accelerating 
the growth and progress of the territory it serves. 


















Southern Natural Gas Company 


Watts Building Birmingham, Alabama 














(3) The impact of labor demands will 
be heavier in a competitive era. (4) 
Farm income may go lower. (5) Hei- 
mann stresses the fears which may 
have a depressing effect on business 
psychology. 

Where the credit man flatly states 
1954 will be “not statistically so good 
as 1953,” Boston’s David L. Babson 
Company is not so certain. To reach 
different conclusions, Babson’s _ staff 
studied estimated capital investment 
and construction outlays for 1954 in 
relation to amounts spent in other 
years. “The major role which the heavy 
goods industries have played in the 
post-war economy can be seen by com- 
paring their 1946 contribution to total 
industrial output with their 1953 
share.” In 1946, capital goods indus- 
tries made up 42 of the average 170 
points, or 24%, of the FRB production 
index. Last year, this group con- 
tributed 30% of the index’s 236 points. 
With this in mind, Babson stresses the 
importance of industrial expansion 
plans. All manufacturing expects to 
invest 8% less. But electric utilities will 
spend $3.3 billion vs. $2.9 billion. 
Total outlays were $28 billion last year. 
In the construction field, the Com- 
merce Department expects private ex- 
penditures to be off 2.6%, public spend- 
ing down 2.2%. 

“If these projections materialize,” 
says Babson & Co., “1954 will be an- 
other good year for business.” 

Contradictory crystal balls were fash- 
ionable as 1953 faded. But an increas- 
ing number of executives were showing 
their optimism. General Electric pre- 
dicted a more than 100% increase in 
central system air conditioners. Arm- 
strong Cork Company jacked most 
prices 2% to 5% to set the new year 
rolling. But most economists realized 
it was far safer to be conservative than 
correct, officially predicted at least a 
moderate decline. “What they mean,” 
cracked one New York salessman, “is 
that there’s still plenty of business 
around. Only it ain’t coming to you, 
you got to go to it.” 

To move closer to consumers’ pocket- 
books, Radio Corporation of America 
got a big push from government last 
month. Days after RCA announced a 
revolutionary palm-sized radio (with 
transistors instead of tubes), the Fed- 
eral Communications Commission gave 
its bureaucratic blessing to the com- 
pany’s electronic color TV_ system. 
Lacking the mechanical gadegetry of 
Columbia Broadcasting’s _ earlier-ap- 
proved method, the new system will be 
compatible with existing black and 
white sets, that is, present owners will 
be able to receive all transmissions 
whether sent out in color or not. 

“This is a great victory for RCA,” 
(CONTINUED ON PAGE 134) 
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THINGS 
ARE HAPPENING! 








Nearing completion at Winchester, Ky., is 
Sylvania’s new photoflash lamp plant. Already 

in partial production, the new facility 

augments the existing plant at Montoursville, 

Pa., and will enable Sylvania, largest producer 

of flashbulbs, to. serve the expanding demand 

arising from the record-breaking growth of ; 
amateur and professional photography. 

In 1937, the entire industry sold 7,000,000 
flashbulbs. The figure for 1953 is 70 times 
greater—half a billion. And sales are still climb- 
ing, as one of the public’s favorite pastimes 
continues to grow. 
























entreeyer eoevunete The Winchester plant is further evidence of 
of flashbulbs leave Syl- 


vania’s plants daily, Sylvania’s determination to meet the greatly 

many of them destined expanded needs of tomorrow. Throughout the 

pes caja — fields of lighting, television, radio, electronics, 
atomic energy, and advanced research, Sylvania 

is preparing for the future—in the home, 

the community, commerce and industry, the 


armed services. 
Sylvania Electric Products Inc., 


In Canada: 
1740 Broadway, Sylvania Electwic (Canada) Ltd., 
University Tower Building, 
New York 19, N. Y. St. Catherine St., Montreal, P. Q. 


LIGHTING - RADIO + ELECTRONICS -: TELEVISION 
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IKE “the shot heard ’round the world’, the 
firing of the first successful electron gun in 
the first commercially practical cathode-ray tube, 
at the Du Mont Laboratories, will echo to the 
end of time. 







For that gun of science, devised by Dr. Allen B. 
Du Mont, gave vision to a new age. Its beam of 
electrons could portray a picture of almost any 
thing or action, visible or invisible, great or 
infinitely small. And the new tube could reproduce 
that picture at almost any distance! 


































































































































THE ELECTRON GUN, developed by 
Du Mont, pioneers the telectronic age. 
















Write for free 48-page booklet, 
“THE STORY OF TELEVISION”. 
Allen B. Dy Mont Laboratories, Inc., 
Home Office, 759 Bloomfield Ave., 
N. J 


Clifton, 








VISION 
















First with the Finest in Telectronics 
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RESEARCH a £5 CATHODE-RAY NETWORK RECEIVER TRANSMITTER INSTRUMENT 
DIVISION \ TUBE DIVISION DIVISION DIVISION DIVISION DIVISION 
Latest telectronic Television and Over 205 stations Finest quality Television pickup Cathode-ray 
advances an | industrial cathode- offering greatest television and transmitting oscillographs, 
photomultiplier a L = ray tubes. dollar values. receivers. equipment. electronic 
bes. = instruments. 





he GUN that salutes the greatest age 


Here was a new tool of limitless profit for busi- 
ness, industry, science and national defense. It 
could be used, as in the Du Mont cathode-ray 
oscillograph, for instantaneous measurements, 
accurate to hundred-millionths of a second, for pre- 
cision production or scientific research. 

It could also be used for such “impossible” 
tasks as remote control of the atomic pile... 
achieved by 3-dimensional television, pioneered 
by Du Mont in 1950! 


And of course modern popular television, ac- 


complished through this Du Mont 
electron gun, has already changed 
the habits of millions. It is still a 
young industry! Du Mont pro- 
duced the first all-electronic home 
television in 1938... the first self- 
focusing tube in1951! And DuMont 
vision is continuously “‘first with 
the finest” in television advances. 
Now what of your future... 
and of Du Mont’s... 
in this “telectronic age” ? 


The future of telectronics is open- 
ing quickly, with Du Mont de- 
velopments leading the way. 

Imagine completely automatic 
factories, operated by remote telec- 
tronic controls! Picture telectronic 
operation of complex railway and 
communications systems! Think 
of better medical research and 
diagnosis, through telectronic 
measurement! All are made pos- 
sible by new instruments. 

And in national defense too... 
from airborne radar, sonar and 
loran to guided missiles ...see the 
astonishing future of telectronics 
as the future of our security. 

Now Du Mont, the most respect- 
ed name in television, is winning 
increasing stature in all fields of 
telectronics ...television receivers 
and broadcasting equipment, tel- 
ectronic instruments and _ tubes, 
television network, government 
service. That is why the Du Mont 
plant capacity has increased from 
299,149 square feet in 1946 to 1,055,- 
456 square feet in 1953! 
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‘With all thy getting, get understanding” 


FACT AND COMMENT 


by B. C. FORBES 





WARNING AGAINST ULTRA-PESSIMISM 


In what frame of mind should we approach the coming 
year? 

In my judgment: cautious, but not calamitous. 

There is no gainsaying the stern fact that after long 
remaining on an abnormally high, injected economic pla- 
teau, the country is experiencing a very moderate but 
unmistakable downtrend. 

Total employment is receding somewhat from its recent 
record-breaking peak. Production is being curtailed in an 
increasing number of fields. Most notable, perhaps, is the 
reversal of the prolonged boom in the automotive industry. 
One hears numerous reports that dealers are so overstocked 
that they are naming substantial—even drastic—cuts in the 
list price of 1953 models. The outlook is that this vitally 
important industry will not boom during at least the next 
few months, a factor which must be taken seriously into our 
economic reckoning. 

Various other basic industries record some recession. Says 
Benjamin F. Fairless, head of United States Steel Corpora- 
tion: “New orders are running at a good rate, although 
below the feverish pace of the last few years when we 
were receiving orders well over our capacity to produce.” 

The bloom has been off the farflung oil industry for 
quite a while. Production facilities have overtaken consump- 
tion, notwithstanding the worldwide expansion in the use 
of this essential commodity. 

How much longer the phenomenal boom in home build- 
ing, commercial building and other privately-financed con- 
struction will continue is uncertain. One thing certain is 
that it cannot be indefinitely prolonged. In case of need, 
it may be that our Federal Government will speed up 
public construction of various types, although this would 
be no adequate substitute for individual, family and busi- 
ness activities. 

So much for the darker side of the outlook. 


ENCOURAGING CONSIDERATIONS 


What can be marshalled on the brighter side of the out- 
look for 1954? Much. 

After 20 years of extravagant, reckless, demagogic, devas- 
tating spending by Democratic Administrations, which 
ballooned our national debt from $20,000,000,000 to $267,- 
000,000,000, which slashed the value of the dollar almost 
50%, commonsense is being exercised by the Republican 
Administration. Economies are being diligently instituted. 
More than 100,000 taxeaters have already been removed 
from feeding at the public trough. 

Corruption is being ferretted out and is in process of 
being eliminated. 

No longer is the American taxpayers’ money being 
shovelled out thoughtlessly to countless countries through- 
out the world. 

For the first time in two decades Washington is deter- 
mined to reduce exorbitant individual and corporation in- 
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come taxes. Definite steps to be instituted in the near 
future have been agreed upon. 

Shameful coddling of labor leaders to attract votes, 
which has cost consumers billions of dollars, has ceased. 
This momentous transformation in governmental policy and 
principle should facilitate the direly-needed arresting of 
catastrophic inflation. 

Business and industry have generated a new measure of 
confidence in our government. 

All this, however, does not necessarily mean that our 
economic cycle will not enter a downward curve. It may 
be that speculators who indulge in selling stocks short—I 
don’t—may snatch profits for a while. But America’s long- 
term trend has been consistently upward. I am confident 
that, despite the possibility of moderate temporary re- 
versal, this trend will continue under wise policies and 
programs by the Eisenhower Administration. 


WORLD’S BIGGEST BUTCHER 


No nation can match, no nation can even approach 
America in the number of business acorns which have 
grown to oaks of world-breaking size. One example is Swift 
& Company. 

A 16-year-old lad, Gustavus Franklin Swift, who worked 
in his brother’s village 
butcher shop in Cape 
Cod (Mass.), one day, 
almost a century ago, 
conceived the idea of buying a neighbor's heifer, dressing 
it and peddling the meat from a red wagon. He got for 
the meat only approximately the $19 he paid for the animal, 
but he garnered a small profit on the hide. 

Encouraged, young “Stave,” as he was called, developed 
first into a retailer and later a wholesaler of meat. When 
36, he went West to Chicago as a cattle buyer, fortified by 
an idea. Live cattle were then being shipped some 900 
miles from Chicago to Eastern cities. “Why ship the live 
animal? Why not ship only the dressed meat?” Swift asked 
himself. 

He proceeded to implement an answer. Swift & Com- 
pany was incorporated in 1885, capital stock $300,000. 

Under the ceaseless driving of the imaginative young 
Swift, the business grew rapidly. He boldly experimented 
with “an icebox on wheels,” a railway refrigerator car. 
But some railroads wouldn’t carry them, and not a few 
housewives in the East refused to buy Western-dressed 
beef. “Stave,” confident of the soundness of his plan, worked 
so prodigiously and talked so enthusiastically that ere long 
the railroads were hauling many refrigerator cars winter 
and summer, and customers multiplied rapidly. 

Let us jump from the painstaking planting of the acorn 
to the giant oak of today: 

Swift sales last year ran above $2,500,000,000. 

On the average, almost $8,000,000 is paid each market 





FABULOUS ENTERPRISES 














day for livestcck and other raw materials and products. 

The company employs 79,000 people in the United States 
and Canada. 

Although the profit per pound of meat handled is only a 
fraction of a cent, the company has paid a dividend every 
year since incorporation in 1885, with the exception of 
1933. 

Swift & Company today operates 55 meat packing plants; 
290 branch houses; 120 dairy and poultry and ice cream 
plants; 28 cottonseed and soybean mills; 21 cotton gins; 
seven vegetable oil refineries; 24 plant food factories; and 
six feed mills. 

While two-thirds of the nation’s meat animals are raised 
west of the Mississippi, two-thirds of the meat is consumed 
east of the Mississippi. The average pound of meat travels 
more than 1,000 miles from farm to consumer. 

"Tis proverbial that the meat packer today “saves” every- 
thing but the squeal. There has been tremendous diversi- 
fication of products: fresh, frozen and canned poultry; 
cheese, eggs, butter, ice cream, frozen desserts; fats and 
vils—shortenings, edible and inedible oils, margarine; animal 
feeds—for livestock, poultry, dogs; agricultural chemicals— 
plant foods, herbicides, fungicides, insecticides, glues and 
adhesives; soaps and cleansers. 

As with so many other American enterprises of miracu- 
lous growth, Swift & Company has spent freely on research. 
It established a formal research department over 60 years 
ago; but every executive, every employee, is intent upon 
developing new products and promoting them. Moreover, 
it has generously shouldered responsibility for supporting 
basic research: it is one of the founding members of the 
Nutrition Foundation, makes numerous grants-in-aid to uni- 
versities and colleges to support basic, scientific studies in 
agriculture and human nutrition. 

Said a second-generation Swift: “I can raise better men 
than I can hire.” Twenty out of 24 of today’s officers be- 
gan with the company in minor positions—John Holmes, 
president, as office boy 47 years ago. Like Standard Oil, 
it believes in having active officers dominating the board 
of directors. 

Yes, we are citizens of no second-rate country! 


Previous articles in this series have covered: 

American Can; American Telephone & Telegraph; Amer- 
ican Tobacco; Bank of America; Consolidated Edison; du 
Pont; General Electric; General Foods; General Motors; 
International Business Machines; Metropolitan Life; Radio 
Corporation; Sears, Roebuck; Standard Oil, N. J.; U. S. 
Steel. 

* 

If you don’t have philanthropy in your heart, 
none will come from your pocketbook 
however fat it may become. 

x 


DOESN’T THIS SUM IT ALL UP? 


Isn’t the whole duty of man on earth summed up aptly 
in the text quoted in this letter from the chairman of the 
Federal Deposit Insurance Corporation, H. E. Cook? 


I read your fine publication regularly, and always turn to 
the text which you publish. My favorite text is Micah, 6-8: 
He hath shewed thee, O man what is good; 
and what doth the Lord require of thee, 
but to do justly, and to love mercy, and 
to walk humbly with thy God. 


It was upon this text that I laid my hand on both occasions 
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THINGS TO COME—1954 


As the New Year gets under way there are brighter pros- 
pects for the Eisenhower Administration and for overall 
sound business progress than seemed likely a few weeks 
ago. There is evidence that the President is going to exer- 
cise the firm leadership required if the record of this 
Republican Congress is to be one of achievement. Fourth- 
quarter earnings have renewed economists’ hopes that our 
prosperity will not ease off to such an extent that sharp 
recession results. 

In his first year the President displayed commendable 
forebearance with conflicting views among key Republicans. 
He wisely has had studied the key unsolved problems that 
face him. But the new Congress in the first few months 
must implement by legislation the conclusions his Adminis- 
tration will now recommend if there is to be hope of 
Republican majorities in both houses in 1954. Unques- 
tionably this means facing up to and defeating powerful 
congressional leaders who hold different views on the 
Taft-Hartley revision, foreign aid, the farm problem, public 
power, etc. 

The new Congress cannot adjourn this year without a 
record of liberal achievements, without a record of sup- 
porting the President’s policy. Mr. Eisenhower won an 
overwhelming victory. By and large, Republican Senators 
and Congressmen did not. If they do not follow Mr. Eisen- 
hower’s leadership on certain basic issues, the senatorial 
and congressional candidates from marginal districts con- 
trolled by independent voters will go down to defeat. 
Apparently the President is going to move firmly and de- 
cisively. This brightens November GOP prospects consid- 
erably. 

Business in 1954 will be off, in most instances, in terms 
of gross receipts. Probably not as many cars will be sold, 
not quite as much steel, etc., but this does not necessarily 
spell recession. Nor does it necessarily mean sharp profit 
dips. It is hard, even for able management, to produce at 
peak efficiency and lowest cost when operating around 
the clock with a ready market for everything that can be 
turned out. Lower taxes and greater competitive efficiency 
can mean high earnings. 

1954 opens with more reasons for optimism than pessi- 
mism.—MALCOLM FOorBEs. 





when I was sworn in as a member of the Board of Directors 
of this Corporation, and prior to that when I was sworn in as 
Superintendent of Banks of the State of Ohio. Thought you 
would be interested in this text. 


“Do justly, love mercy, walk humbly with thy God.” 
What a profundity of wisdom these few words embody! 
Don't they cover the whole gamut of our relation with our 
fellowmen, our attitude towards the Almighty? 

New Year is the accepted time for making resolutions. I 
have long been an ardent advocate of this salutary prac- 
tice. Admittedly, such resolutions may be, are likely to be, 
violated before the twelve months have passed. Yet, there 
is something wholesome, something bracing, something 
tonic in the sincere process of formulating noble thoughts, 
in mentally imposing upon ourselves the duty and deter- 
mination to strive anew to do better, to live better, par- 
ticularly to serve better. 

If you try, you may. If you don’t, you won't. 

* 
If you co-operate to help others, others 
will co-operate to help you. 
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BUSINESS IN MOTION 





re CorLleagued on i tacar Pieateitten... 


Titanium melts at 3140°F., and copper at 1980°F. 
Hence most people would think it utterly impossible 
to melt titanium in a mold made of copper. Yet it is 
being done on a production basis. The: trick is to 
make use of the high thermal conductivity of cop- 
per. The copper mold has a copper baffle wrapped in 
a spiral around it, and is inserted in a water jacket. 
Water is pumped at. high ve- 


great boon. It is the fourth most abundant metal in 
the earth’s crust, only aluminum, iron and magne- 
sium being present in greater amounts. It can be 
easily forged, welded, and hot worked. There is every 
indication that it is a metal with a tremendous future. 

Copper is man’s oldest metal, and titanium the 
newest. In this ingenious copper mold the old assists 


in the birth of the new. Copper 











locity through the jacket, and 





serves in this way so often that 




















spirals around the outside of 
the mold. Heat from the molten 
titanium is transferred quickly 
and efficiently by the copper to 
the water, and thus carried off. 
The copper never comes close 
to its melting point. 

This remarkable application 
of copper is just a part of the 
tremendous activity in the field 
of titanium. Many companies 
are seeking ways to produce metallic titanium in 
large tonnages and at reasonable prices. Among other 
applications, it is used in certain jet engine parts that 
are subjected to high temperatures and the impact 
of gases that are moving at terrific velocities. 

Eventually ways will be found to produce titanium 
in large volume at practical prices. This will be a 


January 1, 1954 





for many years we have called 
it “the metal of invention.” It 
helped make possible the tele- 
graph, the telephone, electric 
light and power, and the multi- 
tudinous electronic devices used 
in communications, calculation, 
and medicine. For many cen- 
turies man has sought and found 
new ways to take advantage of 
copper’s unique qualities. 

It seems to Revere that there is something signifi- 
cant about this. Just because a material is old does 
not mean it cannot help in the search for the new, 
and thus advance the progress of us all. So we sug- 
gest that when modern developments engage your 
attention, older materials may be of assistance in 
reaching your objectives. 


REVERE COPPER AND BRASS INCORPORATED 
Founded by Pau! Revere in 1801 
Executive Offices: 230 Park Avenue, New York 17, N.Y. 
SEE “MEET THE PRESS’ ON NBC TELEVISION, SUNDAYS 













OILS 


Last AUTUMN the petroleum industry 
lost.a good friend and a vicious enemy. 
The friend: Abdul Aziz Ibn al Saud, 
the Wahabi warrior who conquered 
Arabia and granted the United States 
the world’s biggest oil concession. Ibn 
Saud died at 72. The enemy: Moham- 
med Mossadegh, whose paranoiac poli- 
tics cost the free world Iran’s oil. 
Mossadegh was deposed and tried for 
treason at 72, but under Persian law 
is too old to be hung. 

When Weepy Mossy denied the 
world Iran’s production — 241,000,000 
barrels in 1950—Saudi Arabia was just 
getting into big production: 200,000,- 
000 barrels in the same year. By 1953, 
Iranian crude was stoppered down to 
9,000,000 barrels, a 0.2% trickle of the 
free world total; Ibn Saud’s kingdom 
was up to 312,000,000 barrels. Its 7% 
of the free world supply was exactly 
equal to Persia’s percentage in _pre- 
Mossadegh days. 

There are, of course, other great oil 
pools. Kuwait last year turned out 
about as much as adjacent Saudi 
Arabia. Venezuela turned out twice as 
much as either, or 14% of the free 
world’s supply. U.S. crude—about 2,- 
350,000,000 barrels—represented 54.5%. 

With the 1953 cost of finding a 
barrel of oil in the U.S. about double 
the 1947-1949 average, foreign pools 
are as important to profit margins as 
they are to simple growth. Two years 
ago Aramco VP Jamies Duce pointed 
out that 26,000 producing wells .were 
needed to exploit the famous East 
Texas field, a 5,000,000,000 barrel: de- 
posit. The Abqaiq field in Saudi 
Arabia, containing 6,000,000,000 bar- 
rels, was being tapped with. only 62 
shafts. The difference translates into 
tremendous dollar advantage for the 
four Aramco owners (Jersey Standard 
30%, Texas 30%, California Standard 
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80%, Socony-Vacuum 10%) and for Gulf 
Oil in nearby Kuwait. 

Is foreign crude the one and only 
touchstone of oil progress? Some oil- 
men ‘wondered. The independent oil 
producers raised such a hue and cry 
about it that import quotas seemed an 
eventual likelihood (though most for- 
eign crude is sold abroad), And. the 
danger of fire—political fire—in the 
Middle East led Wall Street to price 
the five big importers rather modestly. 


MANAGEMENT 


Last Octoser Shell Oil (which does 
no importing) drilled to a depth of 
18,568 feet in Louisiana to get a flow 
of 141 barrels a day. It was the world’s 


deepest oil well, and one of the costli- 
est. But it -was inside continental 
U.S.A., and president Max Burns had 
decided three years ago not to join the 
overseas oil hunt. 

Instead, Shell stepped up its search 
for domestic crude—notably in Willis- 
ton Basin and the Mississippi delta— 
and brought its ratio of crude produc- 
tion to refinery runs up to 70% from the 
1949 nadir of 58.7%. And in 1958 Shell 
emerged as the No. 1 upgrader. of 
petroleum products. Its TCP gasoline 
additive touched off a wave of alpha- 
betical imitations, jumped Shell’s profit 
margin from 14.5c¢ on the dollar in the 
first half to 18c for the September 
quarter. Shell, whose research organ- 





Management 
INTEGRATED MAJORS 
Jersey Standard ($5,049)* ...... 95 
Socony-Vacuum (2,011) -..:..... 90 
Indiana Standard (1,964) ....... 90 
Texas €1,796). .... 245 Sis 983 85 
Se CINE | 4 cNdmels ase eae 90 
California Standard (1,407)...... 90 
ee BRORLT) ... »'s » smasimiminet > oe 95 
CRUDE EXCESS 
Continental (361) ............. 95 
CRUDE DEFICIT 
Cities Service (1,047) ......... 90 
Sinclaie {20095) ............... 80 
Phillips (923)... .........0200. 95 
Atlantic Refining (526) ......... 85 
ND ns. ow bie ca sees 85 
a ek ak at we 6 85 
SI a a ing A rs 80 
Tidewater (342) .............. 80 


Labor Public Stockholder 

Relations Relations Relations 
95 95 95 
- 85 95 
- 90 90 
80 75 80 
85 85 85 
85 90 90 
95 95 95 
95 95 90 
90 85 90 
85 85 85 
90 95 90 
80 85 85 
90 90 90 
~ 90 90 
- 80 75 
85 80 80 


* In parentheses: Assets (in millions) as of December, 1952. 
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ization is matched only by Jersey 
Standard’s, actually had one leg in the 
chemical business. It was making cor- 
rosion preventives, fertilizers, paint 
thinner, a rubber strengthener and a 
host of other high-margined petro- 
chemicals, Its profit margin on every 
barrel of product—around $1.08 for last 
year’s first nine months—was as wide as 
giant Jersey Standard’s, better than that 
of any other crude-deficit company, 
topped only by Gulf and Caiifornia 
Standard among the big integrated 
majors. 

Gulf and Califurnia Standard were 
still the great crude-excess majors, more 


-so in 1958 than before. Gulf mined 148 


barrels of oil for every 100 put through 
its refineries during the first nine 
months, California an estimated 140 
barrels. Each took around two-thirds 
of its heavy black torrent from low- 
cost diggings abroad, sold much of it 





THE LATE IBN SAUD: 
lamented 


in the Persian Gulf and elsewhere at 
profits ranging up to $1 per barrel, and 
with little or no refining. The great 
bonanza could not continue indefi- 
nitely: demand was falling behind sup- 
ply on the world market. In California, 
the Korea-created shortage of crude 
was over, and T. S. Petersen, Cal 
Standard president, reluctantly cut im- 
ports from a 20,000,000-barrel annual 
rate (about 18% of the company’s re- 
finery run) to a 10,000,000-barrel rate 
for 1954. Canada’s new Trans-Moun- 
tain pipe line will furnish 12,500,000 
barrels to the West Coast this year, 
enough to reverse the crude shortages 
of recent years. 

California was preparing to step up 
refinery capacity, brought out a new 
“Wide Range Supreme” premium gaso- 
line, got its marketing house in order 
as the crude bonanza showed signs of 
tapering off. Meanwhile, it brought a 
gorgeous 17.5% of revenue down to net 
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for the first three quarters—$140 mil- 
lion. Gulf, whose refinery run is a fifth 
greater and whose revenue runs 50% 
higher, took down $116 million to net. 
With a tremendous increase in Phila- 
delphia refining capacity (27,000,000 
barrels a year more crude-topping, 
17,000,000 barrels more cat cracking), 
Gulf is consolidating its strong posi- 
tion as the nation’s No. 4 processer— 
behind Jersey Standard, Texas and 
Socony-Vacuum. 

Those three companies are the others 
with big stakes in the Middle East. 
Texas is a rugged throwback to the 
early days of no-quarter competition, 
releases as few figures as possible. It 
produces almost as much crude, world- 
wide, as its refineries require. Texas 
sells gasoline in every one of the 48 
states, unlike eastern-concentrated Gulf 
and western-concentrated California 
Standard. Possibly for this reason its 
profit margin is narrower. During 1953 
the company dropped the expensive 
Milton Berle TV extravaganza, a smart 
move. Last April, Texas named a new 
managing duo—chatty John Leach and 
businesslike Gus Long—to consolidate 
its successful postwar crude finds (net 
production doubled from 122,200,000 
barrels in 1946 to 244,300,000 in 
1952). Texas has been intentionally 
slow in petrochemicals (Forses, June 
15, 1958, p. 20), and its profit margin 
per barrel of production is lower even 
than Jersey Standard’s—although 75% of 
Jersey's crude is produced abroad as 
against only half of Texas’. Texas is 
conservative about its upgrading. 

Like Texas’, Jersey Standard’s world 
production is almost equal to its re- 
finery runs. But giant Jersey is almost as 
large as Texas, Gulf and Socony put 
together. It mines a seventh of the 
world’s crude oil, is a leader in research 
and refining techniques, comports it- 
self more like a self-perpetuating insti- 
tution than a dollar adventurer (al- 
though its current dividend of 
50% of earnings is more than most 
oil companies pay out). Mindful of its 
leadership obligations, Jersey last year 
added 60,000,000 barrels of annual 
refinery capacity—an amount ebout 
equal to the whole of Atlantic Refin- 
ing’s current runthrough. On the mar- 
keting side, to be sure, it was caught 
flatfooted by Shell’s. “two cents plain” 
(tricresyl phosphate gasoline additive). 
But although it has important crude 
interests in the Middle East, that un- 
happy hub of the oil world yields less 
than a fifth of Jersey’s annual total. 
So on a comparative basis, Eugene Hol- 
man’s great petroleum complex is not 
as vulnerable to the sheiks of Araby as, 
for instance, California Standard, half 
of whose crude comes from the eastern 
hemisphere. Jersey's size keeps _ its 
growth gradual: gross crude production 
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through September was up only 2% 
from the 1952 rate. But its marketing 
and coordinating skill converts this 
slow advance into immediate. profits: 
net for the first three quarters was up 
6% (to $415 million) compared with 
a 2% increase rung up by Texas, its 
closest match in point of percentage 
ratio of crude production to refinery 
runs, Jersey has all the earmarks of a 
deep-dyed blue chip, and shows no 
signs of fading. 

Once spun off from Jersey, Socony- 
Vacuum long fell in the crude-deficit 
class, standing proof that refining and 
marketing don’t make big money, But 
since 1946 Socony has staged a com- 
plete turnabout (Forses, December 
15, 1958, p. 14). Brewster Jennings has 
plowed back $1.6 billion in eight years, 
leaving Socony with an effective crude 
ratio of almost 85% (including long- 
term purchase contracts and royalty 
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oil) and a virtual self-sufficiency in 
transportation, both coastal and deep- 
sea. Added to the old refining know- 
how, this puts Socony right up with the 
integrated majors in quality as well as 
in size (Gulf, Texas, Indiana Standard 
and Socony all registered around $1,500 
million sales in 1952). If there is any 
criticism of Socony’s new look, it is 
that it is a little too oriental (i.e., Mid- 
dle Eastern). But the company broke 
open the Duhamel field in Alberta, and 
may show important domestic gains in 
net production as has Shell with Willis- 
ton. 

Compared with the integrated ma- 
jors, Continental Oil is 2 pigmy with its 
$400 million sales. But Continental 
makes more money per barrel of prod- 
uct than any of the majors save Gulf 
and California Standard. Reason: it 
buys nobody else’s crude at $2.90 per 
barrel to feed its own refineries. This 
means (1) it turns over a crude profit 
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keep the home fires burning 


on every barrel it processes and (2) it 
is not competitively pressed to up- 
grade in order to make money. Never- 
theless, Conoco is a smart selling organ- 
ization. Run by old Jersey Standard co- 
ordinator Leonard McCollum, Con- 
tinental has shortened its distribution 
lines and has a firm grip on the mid- 
continental market. The fact that Shell 
hasn't a strong grip in Conocoland, 
plus the fact that McCollum has no 
false pride, permitted Continental to 
jump right onto the TCP bandwagon 
last September. As this and other mar- 
keting moves attract new customers, 
refinery runs increase and the crude 
excess narrows. (As of September, Con- 
tinental’s crude ratio was slightly below 
the 100% mark for the first time since 
War II-—if refinery runs by others for 
Conoco’s account are included.) Pipe- 
line investments, use of sand-fracturing 
oil to increase well yields, some upgrad- 
ing, plus a finely focused personnel 
program help Continental meet its 
most pressing problem, squeezed mar- 
gins. 

Standard Oil of Indiana is a cross 
between an integrated major and a 


JERSEY’S HOLMAN: 


crude-deficit company. It dominates the 
Chicago-centered heartland with Utoco, 
Standard and Pan-Am brands, and its 
Amoco gasoline competes in the East. 
Its pipeline and water transport is 
probably the most efficient of any oil 
company, and in 1952 it was No. 2 in 
dollar sales. But chairman Wilson and 
president Peake produce less than half 
the crude oil their refineries need, ren- 
dering the profit per barrel of product 
the lowest among the seven majors. 
Indiana Standard is thus a big-time 
upgrader, emphasizing _ insecticides, 
weed killer, asphalt, liquified petroleum 
gas and other chemical specialties. Like 
Socony, it has spent upwards of a bil- 
lion dollars postwar to improve its posi- 
tion; but where Socony spent 60% of 
its plowback on production, Indiana 
spent 40%. And where Socony ranged 
overseas for more crude, Indiana re- 
mained a domestic producer. Despite 
this, the great central marketer has 
trebled dollar sales since 1948, keeping 
pace with great crude-hunters like 
Texas, Gulf, Socony, Jersey and Cali- 
fornia Standard. 

Ranking below the seven majors are 
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eight principal crude-deficit companies. 
In order of 1953 sales (estimated), 
they are: 


Sinclair $910 million 
Cities Service 885 million 
Phillips 755 million 
Sun 630 million 
Atlantic Refining 595 million 
Tidewater 450 million 

350 million 

815 million 


Since their profits vary with the size 
of their crude ratios (see box, page 23), 
oil exploration is crucial to their earn- 
ings prospects. Between 1947 and 


1952, the eight recorded these in- 


creases in net crude production: 


Atlantic Refining 
Phillips 


Sinclair 
Cities Service 
Tidewater 


Sinclair and Phillips take 8%-9% of 
their production from Venezuela, while 
Sun (like Shell) is firmly committed to 
a domestic exploration policy. 

What makes Sinclair run in the light 
of its very low crude ratio—85% for 
1953’s first nine months—is its excellent 
feeder system of pipelines, up-to-date 
tankers and barges connecting its seven 
refineries with the big domestic fields. 
Most of Sinclair’s recent spending has 
gone into production, storage and dis- 
tribution facilities, and only 18% of 
1948-1952’s $508 million into refin- 
eries. Percy Spencer's crude hunt has 
not yet paid off. Margins for 1953's 
first three quarters averaged 9c before 
taxes on $683 million sales, as against 
lle on $618 million the previous year. 

Cities Service has shown the second- 
largest growth: sales have gone from 
$285 million to $900 million plus in 
ten years. Like its rivals, CS has put 
most of its recent expansion money into 
crude exploration. Reason: Alton “Pete” 
Jones’ refinery runs have increased 
much faster than petroleum production, 
exerting a depressing effect on the 
crude ratio. 

Fastest grower among the crude- 
deficit companies is Phillips (sales up 
350% in ten years). This very growth 
has raised Boots Adams’ refinery runs 
so fast that the crude ratio has dwin- 
dled from 104% in 1947 to 51% in 
1953’s first nine months. This trans- 
formation from crude producer to 
crude-deficit operation has not seriously 
pinched margins—owing to Phillips’ 
production of natural gas, natural gas 
liquids (19,000,000 barrels in 1952, 
about 48% as great as the volume of 
crude oil), solvents, philblack, fertilizer 
and chemical specialties. Last year 
Phillips sold $162 million in common- 
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convertible debentures, used proceeds 
to wipe out bank notes and continue its 
growth spending ($182 million m the 
year ended last September, $195 mil- 
lion the previous twelvemonth). Phil- 
lips is laying out more than half its 
capital money to get more crude—in 
Alaska and the Middle East as well as 
Venezuela. Manufacturing facilities get 
only a fourth of expansion money, and 
refinery capacity very little of this. 
Phillips owns one-third of American 
Independent Oil Company in the neu- 
tral zone between Kuwait and Saudi 
Arabia. Should last spring’s discovery 
well bring in another Abgqaiq pool, 
Phillips’ profit margin—already high 
considering its modest crude ratio— 
would open still wider. The recent 
history of its operation, centered in 
dusty Bartlesville, Oklahoma, confirms 
an old saw: “Act big, think big, and 
you'll be big.” 

On the minus side, Phillips took a 
body blow when the Supreme Court re- 
fused to review a ruling that natural 
gas sold in interstate commerce is sub- 
ject to rate regulation by the U. S. 
Last spring another natural gas pro- 
ducer, Sun Oil’s Pew, opined: “. . . it 
is inevitable that when the American 
people realize that this great national 
asset is lying there throttled by the 
dead hand of government, those condi- 
tions will be rectified. . . .” 

Conservative and Philadelphia-based, 
Sun’s character is quite different from 
Phillips’. Its exploration for crude is 
restricted, by policy, to the U. S. and 
Canada. Still, its production increase 
since War II pretty well matches Phil- 
lips’, if the latter’s Venezuela oil is left 
out of account. Though its natural gas 
production is only a third of Phillips’, 
it too is upgrading intently. Its petro- 
chemical line will be extended when 
the new Marcus Hook aromatics plant 
(toluene, benzene, xylene) gets into op- 
eration. Chairman Jack Pew and presi- 
dent Robert Dunlop have tightened 
their crude feeder and product distribu- 
tion lines with new pipelines and tank- 
ers. The percentage of their crude runs 
emerging as profitless residuals is down 
from 27% in 1946 to 18% for the full 
year 1952—an improvement matching 
that of Socony-Vacuum. Like Phillips 
in the Mississippi Valley, Sun serves a 
concentrated market in the Northeast 
U. S. and Canada. Less celebrated 
(and more closely controlled) than its 
Oklahoma rival, Sun has been catching 
up to it in fiscal efficiency. During 
1946-48, for example, Sun averaged 
59¢ pretax profit per barrel of product 
sold, vs. $1.08 for Phillips. During 
1950-52 Sun’s margin jumped to 78c 
while Phillips’ was 96c. Sun impresses 
the neutral observer by its willingness 
to stand or fall under the free interplay 
of supply and demand, as contrasted 
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DRILLING FOR PROFIT 


Ratio Crude Pretax Profit 
Production to Per Barrel of 


Integrated Refinery Runs, Product Sold, 

Majors 1952 1952 
California 

Standard .... 142.8% $1.42 
Oe oo eee. : 126.5 1.26 
Continental® ... 106.2 1,12 
Saree cscs sus: 95.2 1.06+ 
Jersey Standard. 81.4 1.03 
Socony-Vacuum. 70.0 88 
OE Secs os yeas 68.8 85 
Indiana Standard 48.4 81 
Crude-Deficit 

Companies 
ae aN 70.9%  $0.87+ 
Ee 67.6 .65 
Tidewater ..... 63.7 62 
eas 5s 23, 61.1 84 
Atlantic ....... 57.6 .78 
SN Bs Sead ty cts 54.1 73 
Cities Service .. 48.1 58 
Sinclair ....... 81.6 72 


* Not an integrated major but a 
crude producer on balance, as dis- 
tinct from crude-deficit companies 
below. 


+ Estimated. 


THE MORE crude an oil company 
produces, the more money it 
makes. The crude-to-refinery-run 
ratios above include all reported 
foreign production for each com- 
pany. The relationship shown by 
these figures explains the rush of 
most oil companies (Shell, Sun 
are exceptions) to tie up foreign 
sources of crude petroleum. Phil- 
lips’ 84c margin, high for its 
crude ratio, traces to lucrative gas, 
philblack and chemical sidelines. 











with the independent crudemen’s 
clamor for allowables on imports as 
well as state price-buttressing via the 
allowables on domestic production. 
Since 1946, Atlantic Refining has 
just about paralleled Sun in dollar sales 
growth, refinery run increase, and 
crude discovery. The two companies 
show very similar crude ratios over the 
last seven years. Atlantic shows a con- 
sistently lower profit margin than Sun 
on each sales dollar, but gets more dol- 
lar revenue at present from each bar- 
rel of product. In terms of net income, 
the two companies end with about the 
same yearly totals, leapfrogging each 
other by a couple of million from year 
to year. The only significant difference 
between the two on the expense side 
is Atlantic’s low labor costs—15.le per 
revenue dollar in 1952, against Sun’s 
20.5c for the same year. On the pro- 
duction side, Atlantic gets almost 10% 
of its crude from Venezuela’s Ruiz, 
Tucupido and Taman fields, but is run- 
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ning far behind Sun in domestic well 
completions. In the vital matter of re- 
coverable reserves, announced figures 
(which are always subject to revision) 
give Atlantic 486,000,000 barrels of 
underground crude here and abroad vs. 
740,000,000 barrels for Sun. Although 
Atlantic would appear to have an edge 
in marketing activities and to trail 
slightly in raw material resources, the 
differences are not decisive. 

Tidewater’s record is more static 
than either Sun’s or Atlantic’s, with re- 
spect to crude production, dollar sales 
or refinery runs. Its great problem over’ 
the years has been transportation: most: 
of its production is in- Texas, Oklahoma, 
and Louisiana, while two of its four 
refineries are in California and one in 
New Jersey. Despite this intrinsic 
handicap, which keeps its profit mar- 
gins low, Tidewater publishes a strong 
financial statement. The company has 
no. outstanding bonds or preferred 
stock, and reduced its labor ratio from 
13% of revenue in 1950 and 1951 to 
11% in 1952. After his 20-year job of 
tidying Tidewater’s finances, well-liked 
Bill Humphrey resigned in 1953. His 
successor: David Staples, an officer and 
director of both Pacific Western Oil 
and Mission Development. The two 
companies keystone Paul Getty’s oil 
empire and own more than 50% of 
Tidewater’s common. Staples inherits 
discovery wells in Saskatchewan which 
may spur the company’s slow crude 
production. 

Except for $28 million in long-term 
indebtedness, Pure Oil's statistics re- 
semble those of Tidewater. Its growth 
in either production or refining runs 
since War II has not been great. But 
president L. S. Wescoat has not al- 
lowed his crude runs to outstrip his 
productive capacity, and so Pure’s 
crude ratio has not dipped below 63% 
(the figure for eight months ended last 
August), and profit margins have re- 
mained respectable. Pure might be de- 
scribed as a miniature Indiana Stand- 
ard, with interior lines of crude-feeding 
and marketing. It is based in Chicago, 
refines in Texas, West Virginia, Michi- 
gan and Ohio, and sells in the Great 
Lakes states and the Southeast. Last 
year it consolidated 1,500 Hickok Oil’ 
stations in Michigan and Ohio and ex- 
tended its crude feeder net with com- 
pletion of the West Texas Gulf and 
Platte pipelines. Because its production 
is relatively small (25,000,000 to 27,- 
000,000 barrels a year since War II), 
Pure was harder hit than most petrole- 
ums by the delay in Louisiana explora- 
tion occasioned by the _ tidelands 
seizure. 

If Pure is a miniature Indiana Stand- 
ard, Union is a miniature Shell. Its 
crude ratio has always been good (in 
1953’s first nine months it climbed 
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above 72%, vs. 67.6% for all 1952), and 
its pretax carrydown per product bar- 
rel has improved from 48c in 1946-47 
to 74c in 1951-52. Although its debt is 
high for a company of its size ($118 
million at December 1952, compared 
with sales that year of $286 million), 
Reese Taylor’s closely-held company is 
apparently putting the money to good 
use. His ‘sales increased 10%, pretax 
profits 40% and net income 47% in last 
year’s first three quarters. His crude 
production promises to increase about 
10% when 1958 figures are added up, 
putting it about on a par with Atlantic 
Refining’s, a company twice as big in 
the market. Union’s petrochemical sub- 
sidiary, Brea Chemicals, is only a year 
old and not yet built up to capacity (it 
will produce ammonia and dry ice). 
Bucking the tremendous pressure of 
California Standard and Shell in the 
West Coast market, Union has in- 
creased product sales by 25% in four 
years. Last year Taylor began probing 
Panama with an eye to developing 
South and Central American markets, 
probed the Eastern and Canadian ter- 
ritories for his Royal Triton lube oil, 
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SUN’S FIRST TANK TRUCK, 


completed the first $24 million of a $64 
million refinery modernization program. 
As the figures suggest, Union is fight- 
ing to enlarge the outlets for its crude. 
Taylor summed up the big problem for 
1953 in these words: “The industry’s 
transition from short to abundant sup- 
plies of petroleum products.” 


LABOR RELATIONS 


AMONG THE oilmen sampled last year 
by Forses, Continental workers at 
Lake Charles and Esso Standard people 
at Baton Rouge gave their companies 
the cleanest bills of health. But Gulf, 
Cities Service, Tidewater and Union 
operatives spoke in generally favorable 
terms about their employers. Workers 
at California Standard, Texas and At- 
lantic Refining gave unenthusiastic, if 
not antagonistic, answers. 

About a third of petroleum workers 
don’t know who heads their companies. 
Petersen of California Standard, Mc- 
Collum of Continental, Adams of Phil- 
lips and Taylor of Union Oil are known 
to virtually all their people; on the 
other side of the ledger, nobody at 
Atlantic Refining’s Philadelphia instal- 
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lation could name Henderson Supplee 
(whose office is in the same city). 

Best informed on company finances 
were Cities Service men in Gary, In- 
diana—half of Forses interviewees read 
the annual report—and Union Oil men 
at Playa del Rey, California. The latter 
get quarterly and monthly reports and 
read them. Most oil workers profess 
willingness to buy company stock: at 
Cities Service, a majority said they 
owned stock, and about half the Texas 
and Gulf men spoke of company sav- 
ings plans in this connection. For gen- 
eral information, company publications 
get varying receptions. Jersey Stand- 
ard’s material is described as “wonder- 
ful,” Gulf’s Orange Disc and Continen- 
tals Red Triangle as “very fine,” 
Union’s and Phillips’ material is “al- 
ways read.” California Standard’s 
Standard Oiler gets blanket readership, 
but no better than an “O.K.” rating 
from employees. About 62% of Texas 
workers at Lockport, Ill. read their 
house organ; of these most find it “in- 
teresting” and a small number “a lot 
of propaganda.” Cities Service people 
give their magazine a general “O.K.,” 
although one sign painter prefers. the 
annual report and the financial press 
for cold dope on his company. At- 
lantic Refining men read company 
material “sometimes,” Tidewater em- 
ployees run the gamut from “read most 
issues” to “read once in a while.” One 
18-year veteran of the latter company, 
working at Avon, Calif., claims he has 
“never seen” the house paper. 

To the highly diagnostic question, 
“Would you like to see your children 
work for the company?” Jersey Stand- 
ard and Continental workers gave a 
unanimous, rousing affirmative, as did 
Gulf, Cities Service and Phillips men. 
At California Standard’s El Segundo 
installation, the “yes” ratio was 50%, 
at Texas Company it was 33%, at Union 
66%, at Tidewater 80%. The question 
drew a complete blank at Atlantic Re- 
fining Company—either no answer or 
“don’t know.” 

About a third of Phillips workers 
were similarly silent when asked “Do 
most of the employees you know like 
their jobs?” At most companies, this 
drew a unanimous “yes.” At California 
Standard and Texas, between 20% and 
80% of the men gave such answers as 
“a job’s a job” or “it’s not unanimous.” 
Said one Tidewater man at Avon: 
“Often a man has a good deal but no- 
body tries to convince him he does, so 
he doesn’t think so.” Significantly, Tide- 
water's company publications attract 
less readership and favorable comment 
than most. 

Phillips mounts as good a labor rela- 
tions “program” as any—a monthly 
magazine, Philnews, sports, housing as- 
sistance, retirement and _ thrift plans, 
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insurance, scholarships, loans. Last year 
the company won the National Safety 
Council’s Award of Honor. Despite all 
this, the payoff is in the employees’ 
minds—and at Kansas City, Phillips folk 
evidenced undercurrents of discontent. 
Workers were reluctant even to discuss 
their situation, and only one of those 
who did answer Forses’ interviewer 
would give his name. Advised our 
agent: “These people are .. . afraid of 
saying’ anything on account of the 
labor-management fight going on here.” 
While one plant doesn’t make a cor- 
poration and the “fight”. may be a 
transitory thing, the tenor of employees’ 
remarks suggest that all is not well with 
“66.” 

At Gary, Indiana, Sinclair workers 
flatly refused to talk, as did the offi- 
cials of Local 210. However, a Uni- 
versity of Chicago survey of member- 
ship attitudes shows a distinct schism 
between workers and management, As 
in most academic approaches, the ques- 
tions were oriented to “How can we 
get more?” and the questions: of rela- 
tions with Sinclair or increasing the 
financial basis for getting more were 
ignored completely. However, — the 
union is criticized for “grabbing too 
much, more than it can handle,” “too 
much socialist and red propaganda,” 
“hampering my getting ahead because 
older employees who are not qualified 
. . « get the better jobs.” Sinclair is 
criticized for “inadequate. manpower 
.. . obsolete equipment,” “ 
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pany stalls grievances or complaints.” 
Although it is difficult to determine 
how far employees are being rabble- 
roused by OWIU leadership or how 
much Sinclair is at fault, the situation 
contrasts markedly with that in the 
Cities Service plant at Gary. 

At most locations, oil’s community 
relations are kept cordial by a sim- 
ple and practical device: money. From 
Texas to Indiana, oil workers are kings 
of the hill so far as hourly wages are 
concerned, and the pete producers are 
(1) good places to work and therefore 
(2) good places. Land scouts and drill- 
ers also mean potential money when 
they appear in a community. The top 
public relaters don’t rely entirely on 
this: Shell, for instance, maintains a 
35-man field force just to keep up local 
liaison. Jersey Standard and its affiliates 
do the same, and little Continental is 
making like a big integrated company 
in this respect. 

Working conditions at Jersey Stand- 
ard were “best that can be offered,” 
at Continental “perfect,” at Union “tip- 
top.” California Standard men settled 
for “good,” Texas men for “all right,” 
Culf employees for “fair,” Atlantic peo- 
ple for “seem O.K.” At Phillips a third 
of those questioned thought “they 
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could be. improved by mutual under-. 
standing,” and at Cities Service's Gary, 
Indiana location conditions were “much 
better than in the steel mills,” Tide- 
water folk were satisfied except .that 
“barracks for. single men is for the 
birds.” 

Most. interesting—and possibly most 
pertinent—were replies to the $64 ques- 
tion: “Do you think you need a union?” 
It was not so much the yes-or-no count 
that mattered on this, as much as the 
tone of the reply and. the qualifications 
offered. Only 30% of Continental and 
Jersey Standard respondents thought 
they needed a union at all. At Cali- 
fornia Standard, two-thirds took the 
stand that “if we didn’t have a union 
company would starve us to death.” But 
the remaining one-third thought other- 
wise, as expressed by an El Segundo 
car loader; “A good company will pay 

























CONTINENTAL’S McCOLLUM: 
everybody 


its men what they are worth. If not, a 
man can always quit. Unions have got- 
ten too strong, a man can’t get ahead 
on his own because of union seniority 
and such ——.” At Texas Company, the 
answer on union need was “yes” across 
the board, with several adding “most 
assuredly” or the equivalent. At Gulf, 
only 40% gave the question an un- 
qualified: “yes.” At Phillips, Cities Ser- 
vice, Tidewater and Union it was also 
100% yes, but for different reasons. 
Tidewater men thought the union 
hadn’t accomplished much in five years, 
wanted more action and less talk, Cities 
Service men credited the union with 
holiday pay, fringes, and so forth. 
Union men thought a union was a 
means of bringing them closer to man- 
agement. 

There is no feeling among the oil 
companies sampled that layoffs are un- 
fairly handled. Only at Texas (33%) 
and California Standard (25%) did a 
significant number express regret at 
having gotten into the oil industry. Ex- 
cept for the few who wanted some day 
to run their own busineses, most. oil- 
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men intend to stick where they are. A 
Tidewater welder, no less, ventured: 
“At least here I have a feeling I'm help- 
ing run the place.” 

Except for a handsome gas operator 
at Tidewater who reported “Sometimes 
the boys tell me I should work for 
M-G-M,” few oilmen could name a 
company they'd rather work for. Ex- 
ception: a scattering at Union and Cali- 
fornia Standard prefer Shell’s employee 
benefit and retirement program to their 
own. Except at-Union and Gulf, a 
majority of workers thought their pay 
was higher than the average. The lat- 
ter opinion was held 100% by Cities 
Service men at Gary, Indiana, a steel 
town. One Atlantic Refining mainte- 
nance helper summed it up: “Iaget 
$1.94 an hour for picking paper-off the 
lawn. You can’t beat that.” Shell’s labor 
relations (Forses, April 1, 1952, page 






ws the president 


12) stack up with the best, were not 
re-reviewed, 

(For various reasons adequate 
worker samples could not be obtained 
at plants of Socony, Pure, Sun and In- 
diana Standard. Therefore these com- 
panies are not given labor relations 
ratings for 1953.—Eb. ) 


PUBLIC RELATIONS 


LikE THE railroads, petroleum com- 
panies have a powerful associational 
mouthpiece (the American Petroleum 
Institute) to sell the industry as a pub- 
lic benefactor. When the Truman ad- 
ministration accused the majors of “in- 
ternational price fixing” they succeeded 
only in imposing extra legal expenses 
on them: the charges were lighter than 
natural gas. Although Herbert Brown- 
ell is still “investigating” the grounds 
for a possible civil suit, it does not 
appear that government releases can 
villainize the oil industry. 

On an individual company basis, the 
defense of private enterprise is fairly 
vigorously pursued by most companies. 
Union Oil of California, and to a lesser 






















extent Sun, have been highly vocal in 
“economic education” speeches and ad- 
vertisements. The larger companies 
emphasize the vital nature of their ser- 
vices, go to great lengths to insure that 
home heating oil is available when and 
where needed. Gulf and Texas are 
more reticent than most, Gulf being a 
traditionally conservative Mellon enter- 
prise, Texas, having but lately emerged 
from a hell-for-leather concept of doing 
business. Last year Texas got a new 
public relations director, stepped up its 
speechmaking in an attempt to polish 
itsiescutcheon. Sinclair has been doing 
just that for the last two or three years, 
accenting particularly its plan for aid- 
ing independent inventors. Shell wisely 


underplays its hand, concentrates on 
general industry promotion, gives its 
PR a service twist with advice to 
(auto) travelers via Carol Lane tips 
and talks. Jersey Standard says it with 
pictures: its oft-commended photo li- 
brary dispenses glossy prints of better 
quality than can be bought from com- 
mercial agencies. It uses motion pic- 
tures to advantage in its film commer- 
cials showing benzene bicycles in Hol- 
land, tugboat skippers, etc. 

Thorn in the side of the majors is the 
uproar about “cheap foreign oil” raised 
by the Independent Petroleum Associa- 
tion. With a couple of exceptions, how- 
ever, the majors have imported Middle 
East crude only in _ supplemental 


amounts or where shortage made it 
necessary (as on the West Coast). 
They are at a disadvantage where so- 
called “small business” can depict itself 
as squeezed and where the fallacies re- 
quire some sophistication to spot. 
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STOCKHOLDER RELATIONS 
As yeT free of government regulation, 
the oils have a bigger stake in good 
stockholder relations than most rails 
and utilities, which have already lost 
their capitalistic birthrights. Their im- 
pressive growth and profit records 
make good material with which to keep 
the shield of capitalism bright and shin- 
ing. And in the main, their printed 
vehicles for selling themselves are up to 
the task, both in quantity and quality. 
In addition to The Lamp, one of in- 
dustry’s first and best “outside house 
organs” (it goes both to employees and 
stockholders), Jersey Standard pub- 
lishes one of industry's few non-con- 
densed annual meeting summaries. In 









all the cheap crude comes home. 


recent years it has (1) increased the 
dividend and (2) put it on a quarterly 
basis. Following this pattern are virtu- 
ally all the top 15 oils. Quarterly state- 
ments of income, exploration and refin- 
ing activities are the rule rather than 
the exception. The Texas Star and 
Gulf’s Orange Disc, which go to both 
stockholders and employees, are per- 
haps better turned out than most. But 
any attempt to rank the Big Petroleums 
on the basis of their supplementary 
literature would amount to quibbling. 

As the publication which commands 
the lion’s share of attention, the annual 
report is important enough to rate 
closer inspection. 

Although one picture may be worth 
a thousand words, it is no substitute 
for vital figures. The extensive use of 
photographs as a public-relations tool, 
pioneered by Jersey Standard and fol- 
lowed up by Cities Service and, more 
recently, Shell, has spilled over into 
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stockholder relations. There is a visible 
tendency to sacrifice solid information 
for promotional material. 

To the professional analyst or serious 
investor, much of the industry's reputa- 
tion for dandy annual reports is unde- 
served. Reports like that of Texas 
Company contain plenty of assorted 
figures, along with the pictures. But 
Texas publishes no data on product 
sales. And in an industry where crude 
production is perhaps the most: vital 
item, Texas buries references to foreign 
sources in its text. It takes 30 minutes 
of painful digging and arithmetic to 
calculate the company’s total crude out- 
put in a given year. Until its 1951 re- 
port, even Jersey Standard failed to 
make its world totals clear. More aus- 
tere reports like those of Socony-Vacu- 
um and Shell, though pictureless, con- 
tain more meat in less space. 

The report issued by Pure states fatu- 
ously that “During the year, sales of 
products through retail marketing out- 
lets increased at a higher rate than 
that of the industry generally. The 
Company continued its policy of mar- 
keting the largest possible volume 
through existing outlets.” (1) Unlike 
most big oils, Pure included no statis- 
tics on sales whatever. Phillips’ report 
integrates more vital statistics than 
most, although the profitability of its 
ammonia compounds and philblack is 
not elucidated. The precise contribu- 
tion of crude from its Venezuela opera- 
tion is also obfuscated. 

Occasionally an oil report will assign 
a figure for proven crude reserves, but 
most are coy, presumably because re- 
serve figures are subject to constant re- 
vision and are dependent on changing 
economic factors, e.g., the prevailing 
prices for crude. Socony releases its 
annual estimate for domestic acreage, 
but made no mention of foreign re- 
serves until last January’s stock pros- 
pectus. Since many investors buy oil 
equities as a means of burying money 
and protecting its buying power, pub- 
lication of a year-end reserve estimate, 
appropriately hedged, would not be 
unreasonable. Spotty references to re- 
serves have been made by Indiana 
Standard, Shell and Jersey Standard. 

Annual meetings ranged from Texas 
Company’s efficiently-run affair to Tide- 
water's heated session, featured by a 
professional fault-finder’s carping and 
made uncomfortable by a_ too-small 
meeting room. Shrimp cocktails. 
creamed chicken and cigars helped ease 
the tension occasioned by the retire- 
ment of W. E. Humphrey. Jersey 
Standard owners may not have eaten 
as well, but their meeting in the Lin- 
den boiler repair shop was less noisy. 
Unlike stockholders of most companies, 
Jersey owners had a chance to see the 
facilities they own. 
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1 June 30, 1953. 


Management 
du Pont ($2,871.1)*... 2... .2 650. 95 
Union Carbide (1,072.2) ......... 95 
Dow (TOBG)* «65305. OAR ES 95 
Allied Chem. & Dye (768.5) ...... 90 
Eastman Kodak (486.2) ........-. 90 
American Cyanamid (419.9) ...... 90 
Monsanto (352.9) ............... 90 
Mathieson (320.1) ..............- 90 
Food Machinery & Chem. (213.7).. 85 
oe) | Ropes peel ene. 85 
Minnesota Min. & Mfg. (153.3).... 90 
Air Reduction (135.7) ........... 85 
General Aniline & Film (128.4) .... - 
Hercules (126) ........0...0 0664: 85 
International Min. & Chem. (116)} 85 
Piiner. (118.9) 2. 5.00.5 wiaaeiiees 95 
Diamond Alkali (91.9) ........... 85 
Texas Gulf Sulphur (86.3)......... 90 
Columbian Carbon (67) .......... 85 


Public & 


Labor Community "Stockholder 
Relations Relations Relations 
90 90 90 
90 85 85 
90 90 90 
85 85. 85. 
90 90 90 
90 85 85 
85 90 90 
90 85 85 
80 85 90 
85 90 85 
85 80 90 
85 90 85 
85 85 85 
90 85 80 
80 90 80 
90 90 80 
90 90 80 
90 85 75 
- 85 80 


* In parentheses: Assets (in millions) as of December 31, 1952. + May 31, 1953. 








U. S. chemical industry, at last year’s 
nine-month mark, as usual, fulfilled 
owners’ fondest hopes. Nine-month net 
for 23 chemical companies was up 15%. 

Their output goes to all of the Com- 
merce Department’s 72 “basic” indus- 
tries. By June, chemicals which supply 
automakers (who buy 2% of the dollar 
value of all chemicals consumed), steel 
(2%), rubber (10%) and appliances 
(2%) did best. But as oak leaves turned 
sere, so did production at Detroit, 
Akron and Pittsburgh. Appliance in- 
ventories bulged and some chemicals 
barely managed to match 1952’s eye- 
popping fourth-quarter earnings. 

Despite bear rumblings in the woods, 
test tubers were not stopping their 
amazing growth. Plant expansion will 
run to an estimated $1.5 billion in 
1954 vs. $1.8 billion last year. 















MANAGEMENT 


SEPTUAGENARIAN Irenee du Pont was 
asked last spring: “What do you think 
of the stock market?” “If you're sitting 
tight and holding onto a good thing 
there’s no sense in looking at the stock 
market. You're likely to see a piece of 
bad news and be silly enough to sell.” 
Du Pont’s news last year was not all 
good, but many an investor apparently 
thought it silly to sell. Romping well 
in front of the averages, its common 
stock touched a record 105 in Novem- 
ber. Nine-month figures helped whet 
Big Board enthusiasm. Sales were up 
18% to. $1.3 billion, net up 11% to $173 
million. 

Biggest chemical (its share of the 
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CHEMICALS 


market has been put at 22%), du Pont 
is a relatively small. factor in. many 
“heavy” commodity lines. Because it 
has eschewed “big” basic plant invest- 
ment, the Wilmington giant takes in 
68c in sales for every dollar of assets 
vs. 56c for more closely integrated 
Dow. Though President Crawford 
Greenewalt buys many of his raw 
materials in the open market, his profit 
margins are among the industry’s most 
glittering. Reason: single-minded con- 
centration on profitable end products 
like synthetic. fibers. 

Tangled textiles notwithstanding, du 
Pont performed in the style to which 
owners have become accustomed. This 
is a tribute to diversification. After tex- 
tiles, next biggest contribution to gross 
comes from rubber (8%) through sev- 
eral other industrial groups right on 
down to mining (8%). Another 30%, ac- 
cording to treasurer T. C. Davis, is 
scattered through a host of still smaller 
parcels. 

Like du Pont, Monsanto straddles 
a broad market base, concentrates 
less on heavy chemicals (about 6% of 
gross in 1952) than on elaborate syn- 
thesis (45%). Hence President Charles 
Thomas. enjoys a high sales to total 
assets ratio (76c), impressive pretax 
margins, As in Wilmington, there were 
plenty of acrylic fiber blues in Thomas’ 
St. .Louis headquarters. Sore spot: 
50-50 owned (with American Viscose) 
Chemstrand. Sales potential of the sub- 
sidiary’s “miracle fibers” (nylon and 
acrilan) output has been put at $150 
million. At last report, Monsanto's in- 
vestment in the company was $15 mil- 
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MONSANTO STYRENE TOWER: 
elaborate synthesis is the word 


lion. Chemstrand’s Decatur, — Ala. 
acrilan plant feeds on Texas City 
acrylonitrile. Both plants were throttled 
down last summer when acrilan devel- 
oped technical bugs. While Chem- 
strand technicians frenziedly set about 
coaxing them out, “to spur new uses” 
for acrylonitrile, Monsanto reduced 
price tags from 48c to 36c a pound 
(in tank car quantities). Rival _pro- 
ducer American Cyanamid quickly fol- 
lowed suit. 

Monsanto’s synthetic may have dis- 
appointed, but plastic demand did not. 
Estimated industry sales were running 
25% ahead of the year before. And par- 
tially because of booming demand for 
the ersatz materials, nine-month gross 
climbed 86% (to $258 million), pretax 
net 44% (to $43 million). Outgunned 
by bigger producers Dow and Union 
Carbide, Charles Thomas last year pre- 
pared to add_ polyethylenes to his 
growing plastics galaxy. According to 
plastics manager Robert K. Mueller, 
production will weigh in at 66,000,000 
pounds in 1955, and two years later 
will .increase 50%—-enough to give 
Monsanto a full fifth of the market. At 
Union Carbide the big expansion word 
was polyethylene, too. It’s the hottest 
item in one of chemistry’s fastest-grow- 
ing fields. Since Carbide first turned to 
poly production more than a decade 
ago, industry output has mushroomed 
to around 125,000,000 pounds. Presi- 
dent Morse Dial’s market share: “more 
than half.” Also big in phenolics and 
vinyls, UCC’s Bakelite Division domi- 
nates the plastics trade, accounted for 
around 15%-20% of Carbide gross in 














1952. And lene 
still has visa fprads mei 


With plastics prospering and _petro- 
chemical. demand booming as usual 
(partially because of plastics) Carbide 
nine-months’ sales increased 14% - to 
$782.8 million, pretax profits rising to 
12.5% to $193 million. And a a 
37% jump in depreciation charges, pr 
tax profits registered a handsome 353. 

Like UCC, whose chemicals division 
is the competition, Dow last year pros- 
pered from the tandem pull of metals 
and plastics. Peaking on defensé. de- 
mand, magnesium spurted from 11% to 
14% of gross, helped push sales to 
$430.4 million (up 6%), Pretax profits 
declined, probably because of “atomic 
age” fiscal policy. More than half of the 
$300 million plunked into new plant 
since 1950 has been covered by- ne- 
cessity certificates. Fast writeoffs (de- 
preciation climbed 57% to $52 million 
last year) help internal cash flow but 
depress reported net. 

According to treasurer Carl Ger- 
stacker, most of last year’s $94 million 
seed cash went into basic facilities like 
“power, bromine and ethylene.” In- 
tegrated all the way back to the natural 
gas field, Dow chalks up striking pre- 
depreciation profit margins, despite de- 
pendence (48% of gross) on such 
“heavy” chemicals as chlorine, caustic 
soda, ammonia. Dow sells little chlo- 
rine or ethylene, thriftily upgrades the 
stuff into higher-margined glycols (used 
in anti-freezes, plastic films, synthetic 
fibers, solvents like perchloroethylene 
and ethyl chloride (used in making 
tetraethyl lead). 

Unlike Dow, Allied Chemical & Dye 
growth has paralleled rather than 
paced the industry’s. With an impreg- 
nable financial position, Allied was long 
content with its role as a relatively 
low-margined basic chemical purveyor. 
Last February President Fred Em- 
merich showed concrete evidence of his 
intent to break into the growth van. 
His $200 million debenture flotation is 
one of the biggest U.S. industrial is- 
sues to date. A big portion of the pro- 
ceeds may go into “new” higher profit 
producers like the nylon plant now 
abuilding near Hopewell, W. Va. 

Hopewell will probably get into op- 
eration late this year. Annual capacity: 
20,000,000 pounds. Depending on de- 
nier, current nylon prices range from 
$1.65 to $6 a pound. “In relation to 
total U.S. production,” says VP Glen 
Miller, “the plant will be relatively 
small. But it will mean plenty to us.” 
Caprolactam-based, the synthetic will 
be fused out of phenol, ammonia, hy- 
drogen and sulphuric acid—“all prod- 
ucts we make.” It’s by this kind of 


upgrading that President Emmerich 
hopes to widen margins. 

Completed last year, conversion of 
Hopewell ammonia capacity from coke 
to natural gas base may help,’ too. VP 
Miller cannot say how much the petro- 
chemicals switch will save, but it will 
be “substantial.” 

American Cyanamid is also cooking 
with natural gas. A new synthetic am- 
monia plant near New Orleans is due 
to produce within the next couple of 
months. Cost: about $48 million, larg- 
est amount AC has ever sluiced into a 
single facility. New capacity will give 
President Ken Towe another leg up on 
synthetic fibers and plastics. His own 
“miracle fiber” entry, X-51, is still un- 
der wraps. Other acrylics like du Pont’s 
Orlon and Dacron have been feeding 
on AC acrylonitrile. 

Matched against industry averages, 
Cyanamid margins are relatively low. 
New natural gas base may help ease 
the drag of the more costly, coal-based 
ammonia fixing process with which AC 
has been working since setting up shop. 

Ken Towe dropped still another 
anchor to windward late last year when 
he paid $12 million ($6 million over 
book value) for Heyden Chemical’s 
antibiotics division. The coup added 
streptomycin and neomycin to his 
Lederle Division medicine chest. Per- 
haps more important, it also added 
Heyden’s_ tetracycline fermentation 
process. Structurally, the new antibiotic 
is a common denominator of Lederle’s 
aureomycin and Pfizer’s terramycin. Its 
bacterial range is essentially the same. 
Big promise: low toxicity, fewer “side 
effects.” 

Prior to the Heyden purchase, Cy- 
anamid had synthesized tetracycline via 
aureomycin. So had Pfizer researchers 
by way of terramycin, but with con- 
siderably more difficulty, according to 
industry pundits. While AC hustled 
new “Achromycin” to market, Pfizer 
President John McKeen hotly defended 
his favorite bug duster against “higher 
toxicity” claims. Pfizer is reportedly sit- 
ting on a fermentation process all its 
own and McKeen holds a trump that 
could spike all process jockeying—a 
patent application on tetracycline it- 
self, 

Sera ring up the bulk of Pfizer gross. 
But John McKeen had more than bug 
killers on his mind last year. He filled 
out his vitamin line by buying up Chi- 
cagos J. B. Roerig & (o., added 
steroids (mostly male and female hor- 
mones) to his catalog through a dis- 
tribution deal with Mexico’s Syntex Co. 
And he will soon plunge into cortisone 
production. The diversification may 
shore up seasonal earnings dips: net is 
now strongest in first and fourth quar- 


ters when nothing is so common as the 
cold. 
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Despite dependence on antibiotics 
(35% of gross at last report), Mathie- 
son President Tom Nichols distilled 
maximum profits out of new acquisition 
E. R. Squibb. Nine-months’ sales. went 
to $184 million (from a pro forma 
$162.1 million), pretax net. to $41.6 
million (from. a pro forma $31.3 ‘mil- 
lion). Gladdest tidings: profit margins. 
Before taxes were 22%, lower than the 
26% reported by Mathieson alone’ in 
1952, but not as low as some had fore- 
cast. And on Squibb performance to 
date, Nichols is bullish: “It’s doing bet- 
ter than we expected.” His. venerable 
druggery, he thinks, has been hurt less 
by cut-price penicillin “because it’s. not 
a bulk supplier.” 

Mathieson also got a profits lift from 
the mammoth Morgantown, W..~ Va. 
ammonia plant. Leased from U. S., its 





IRENEE DU PONT: 
if you're sitting on a good thing . . 


earnings have been going into $5 mil- 
lion rehabilitation costs. Last check for 
this was mailed in the year’s second 
quarter, 

Like other chemicals, Mathieson. also 
benefited from heavy chemicals price 
boosts. And with Doe Run, Ky. hyro- 
carbons pumping through their first full 
year of operation, Nichols continued his 
acquisitions program. Though last year 
was a bad bug year, he bagged insecti- 
cider John Powell. Mathieson’s basic 
chemicals will be upgraded in Powell's 
grading and mixing plants. Its distribu- 
tion net will help, too. Another expan- 
sion: 50-50 owned (with Olin Indus- 
tries) Matholin Corp., set up to pro- 
mote hydrazine. Mathieson brought out 
first commercial production of the stuff 
last year. Armed forces are siphoning 
off most output for use as a rocket fuel. 
Big potential also lies in explosives, 
Olin’s favorite profit fuel. 
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Climbing as if rocket propelled, Min- 
nesota Mining & Manufacturing sales 
since 1946 have increased 146%. This, 
plus wide profit margins (24% at the 
nine months), help 3M generate plenty 
of market enthusiasm. At around 55, its 
common sells at a super-optimistic 24 
times earnings. In part this is a tribute 
to proliferating markets for pressure- 
sensitive tapes (44% of gross). In proc- 
essing his line of coated abrasives (17% 
of gross) and adhesives (28%), new 
president Herbert Buetow is deep in 
natural and synthetic resins. A still big- 
ger chemical future may open in fluor- 
ides, a field in which 3M holds basic 
patents. Highly resistant to oxidation 
and heat, fluoro-chemicals may lead to 
a new-type of synthetic rubber and 
“super” refrigerants, among other 
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1952 levels. But even with plant turn- 
ing over at less than capacity, profit 
margins climbed from 22% to 25%. 
Lower defense billings (they dropped 
from 19% to 17.5% of gross) were one 
reason. Debt-free, Eastman Kodak has 
grown almost entirely from within. 
Over the last decade, relatively small 
cash payout has been mailed owners. 
Late last year President Albert Chap- 
man boosted quarterly dividend checks 
from 40c to 45c but cut his extra from 
60c to 20c. 

At the three-quarter mark Koppers 
Company pretax margin had increased 
from 8.8% to 10.2% despite a sales drop 
of approximately 15%. General Somer- 
vell’s biggest grosser (30%) is his engi- 
neering and construction division, but 
Koppers is becoming more and more 


%. 





DU PONT TANK FARM: 


things. Ersatz rubber is nothing new to 
Minnesota: a subsidiary currently helps 
operate a synthetic plant. This know- 
how may come in handy. But last year 
it was old standbys that pushed three- 
quarter sales to $162.9 million (up 
22%), net to $13.7 from 1952’s $11.4 
million. 

Old standbys—camera and photo- 
graphic impedimenta—accounted for 
Eastman Kodak’s prosperity, too. They 
ting up better than 50% of chairman 
Thomas Hargrove’s gross. Hypoed by 
gclatin-smooth promotion, photographic 
sales in the last couple of years have 
been growing faster than gross national 
product. 

Like most everybody else, Eastman 
last year found textiles a bewildering 
tangle. Cellulose acetate invoices picked 
up in the first two quarters only to dive 
again in the third. Sluggish year-end 
demand dragged textile volume below 
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. . . there’s no sense in looking at the stock market 


chemical and its fortunes will rest in- 
creasingly on tar products and chemi- 
cals where the lion’s share of capital 
expenditures are now being made. 
More diversified (markets run the 
gamut from agriculture to protective 
coatings), Hercules Powder at nine 
months pushed operating revenues to 
$146.8 (vs. $135.3 million), pretax 
profits to $30 (vs. $27.7 million). Syn- 
thetic fiber outlets, though slowed 
by weak-sisterish textiles, have not 
been so badly mired as specialty dye- 
stuffs. And though its wagon is 
hitched to miracle fibers, Hercules has 
grown slowly, almost entirely. from 
within. And in most recent years much 
of Hercules’ expansion outlay has been 
put into process improvement rather 
than new products. This policy shows 
less in profit margins (around 20%) 
than in an improving ratio of sales per 
dollar of gross plant. Last year Hercules 
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got a new president, A. E. Forster. 

Speaking before a group of purchas- 
ing agents last year, Air Reduction 
President John Hill wondered whether 
increased sales are necessarily the key 
to increased profits. At the three-quar- 
ters mark, his own reply seemed to be: 
“No.” Gross climbed 8% to $99.8 mil- 
lion; but pretax profits dropped 8.6% to 
$11.5 million. Weightier depreciation 
charges (up 39% to $5 million) took 
their toll. An eight-week strike over 
technological changes at his equipment 
division’s Union, N. J., plant drained 
off about $500,000 pretax. And last 
years key to “increased sales and 
profits’—a new carbide installation at 
Calvert, Ky. is just starting to turn over 
smoothly. 

National Carbon Division started up 
Calvert last spring. Power accounts for 
almost 40% of carbide manufacturing 
costs. At Calvert, Airco feeds on cheap 
TVA wattage. New-type furnaces are 
rated at 24,000 kilowatts but, according 
to VP Jack Gunther, “we can run 
them at a considerably higher level, 
and that will mean a saving, too.” 
Whatever its potential, Calvert through 
most of last year spelled headaches. 
Mechanical changes and non-recurring 
costs, says Gunther, dragged Carbon 
Division (11% of gross) “close to the 
breakeven point. Instead of the bigger 
profit we expected, we went down.” 
Drought-stricken TVA watersheds also 
hurt. It foisted power cutbacks on the 
Authority, production cutbacks on 
Airco. 

At General Aniline last year there 
was still the raucous scream of legal 
eagles. U. S. vested 98% of GAF com- 
mon when War II broke. President Jack 
Frye and the government would like to 
see the company back in private hands 
“as soon as possible.” Ownership claims 
of Swiss holding company Interhandel 
(formerly I.G. Chemie) will first have 
to be thrashed out in court. Meanwhile 
the uncertainty deprives Ansco of 
equity expansion cash. 

Less constricted for expansion capi- 
tal, Diamond Alkali President Ray 
Evans last year took a $15 million 
debenture issue to market. About $6 
million went to wipe out notes and 
short-term bank debt. A good part of 
the proceeds are earmarked for new 
organic plant. Long a basic chemical 
(with about 10% of the chlorine mar- 
ket, 15% of the alkali market), DA 
profit margins in the past have run 
relatively low. To boost them, Evans 
has sunk about 25% of capital expendi- 
tures into higher-margin business like 
new polyvinyl chloride capacity at 
Houston. Evans’ upgrading effort is fo- 
cused on chlorine (“we've got plenty 
of it”), like last year’s acquisition (for 
$1.5 million) of smallish Belle Chem- 
ical Co. Prized for its chlorine methana- 











tion process, it will transmute DA gas 
into solvents and silicon resins. 

“Basic” producer with a difference 
is Texas Gulf Sulphur. From big brim- 
stone demand and highly efficient 
Frasch mining process, it distills the in- 
dustry’s highest profit margins. 

Another miner, International Min- 
erals & Chemical, netted $7 million (up 
6%) in the fiscal year ended June 30. 
Sales totaled $88 million, up 5%. The 
President’s Materials Policy Commis- 
sion sees plenty of yeasty growth in 
store for fertilizers. President Louis 
Ware's biggest dollar advance since 
1946 (110%), however, has come from 
his Amino Division. It brings in 12% 
of gross, but profit margins last year 
were less flavorsome. Reason: increased 
cost of raw material wheat gluten. Ami- 
nos also show pharmaceutical potential. 
Bigger research bills last year also 
pinched margins. 

Plant food profits (around 25% of 
gross) also narrowed because of dwin- 
dling farm income. In the past con- 
sumption was more or less independent 
of fluctuations in farm prosperity. Even 
in the face of last year’s drop in farm 
receipts (around 5%) president Ware 
thinks it will continue so: “The outlook 
in the phosphate rock business both in 
domestic and export markets is very 
satisfactory.” 

Also agriculture-oriented, Food Ma- 
chinery & Chemical was unsettled last 
year by “uncertainty of support and 
acreage allotment programs and lower 
farm income.” Though farm chemicals 
slipped, chlorine and caustic soda de- 
mand helped pick up some of the 
slack. Westvaco Chemical Division 
rings up about 35% of gross. Food proc- 
essing equipment brings in a like 
amount, runs the gamut from - apple 
pickers to hog raising machinery. Di- 
versification apparently spells stability. 
Though farmers are crying the blues, 
EMC specialty equipment at nine 
months was running ahead of the previ- 
ous year. Packaging machinery was up, 
too. And despite a drop in defense bill- 
ings (they fell from 30% to 20% of 
billings because of a two-month strike) , 
nine-month operating revenue climbed 
to $174.4 million, while pretax profits 
were $19.9 million, about the same as 
the year before. 

More prosperous at September’s end 
was Columbian Carbon. Under the im- 
petus of heavy rubber demand (indus- 
try consumes about 90% of domestic 
carbon black output), gross bounded 
13.9% to $39.4 million, per share net 
to $2.09 (vs. $1.80). President C. E. 
Kayser also reported a $2.85 per share 
capital gain on sale of holdings in Inter- 
state Natural Gas Co. 

Most CC expansion in the last couple 
of years has been pumped into oil and 
gas. Sales climbed from 16.6% to 18.6% 


of gross over 51-52. But despite earn- 
ings resurgence and the speculative 
lure of wildcat acreage and other oil 
properties, Columbia Carbon common 
at 40 has been selling around a three- 
year low. It closes out 1953 about 35% 
under its postwar (1952) 61% high. 


LABOR RELATIONS 


CuHEMists seem as deft with the four- 
color printing press as they are with 
test tubes. Almost 70% of all their work- 
ers sampled by Forses professed to 
read company publications month in 
and month out. 

On balance, chemical workers pull 
down fatter pay checks than manufac- 
turing brethren. Last fall they got 
$2.07 an hour. All-manufacturing av- 
erage $1.78. But well-read house or- 
gans and bulky pay envelopes, in them- 
selves, are apparently not enough to 
keep workers from voting to strike. 
In 1952, according to Bureau of Labor 
Statistics, the chemical industry piled 
up more strike time per worker than 
manufacturing generally. In both 
groups, “more money, better working 
conditions,” touched off about half of 
all stoppages. A bigger percentage of 
chemical walkouts traced to union or- 
ganizational squabbles. 

Relatively, chemicals are not heavily 
organized, though most Forses-inter- 
viewed workers feel unions have helped 
them get a squarer deal from manage- 
ment. As expected, most anti-union sen- 
timent is encountered south of the 
Mason-Dixon Line. At Tennessee East- 
man’s Kingsport diggings a full 80% of 
the sample wouldn’t touch a union card 
with a pike staff. Reason: a liking for 
Eastman Kodak wage dividends. The 





HERCULES’ FORSTER: 
new process, not new product 
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two things, Kingsport workers feel, are 
mutually exclusive—and money wins, 

At Spartansburg, S. C., half of Inter- 
national Minerals & Chemical employ- 


ees queried by Forses shy from, 


unions: “We're pretty well satisfied 
with what we're getting from the com- 
pany.” Says one: “I signed up with 
that union to my sorrow. Things are 
worse now than before it came in.” 
Most agree that “working conditions 
suit me fine.” Most also claim to read 
company publications “all the time,” 
but less than 50% knew chief Louis 
Ware by name, few knew whether In- 
ternational made more money last year 
than the year before. 

Up country at Morgantown, W. Vaz, 
Mathieson workers apparently lean 
heavily on the local gazettes for Math- 
ieson news, keep up with their outfit’s 
growth. Most knew about earnings 
(“We saw a piece in the paper”). Sev- 
en out of every ten sampled were sure 
the union’s got us raises.” Still, a good 
20% thought “Mathieson would prob- 
ably have a good operation going here 
without one.” Most counted their wages 
“higher than anywhere else in the 
county. Working here sure beats the 
coal mines.” 

Food Machinery and Chemical men 
at Charlestown, W. Va., are more 
strongly union-oriented. All interviewed 
agreed shop stewards “helped us win 
everything we've got.” And unlike 
Mathieson’s laborers, FMC’s, for the 
most part, thought pay scales “about 
average.” Perhaps because of this, sev- 
eral would rather be punching in at 
neighboring Union Carbide: “It’s a 
bigger and better place to work.” 

Conversely, rank and file interviewed 
at Carbide’s Electric Met Division in 
Marietta, Ohio, felt “there’s no better 
place around to work.” Surprisingly, 
only 40% thought their pay higher 
than average. A like percentage thought 
their union superfluous: “It hasn't 
accomplished a thing.” Despite UCC’s 
good communications material, only 
half Electro Met’s sample admitted to 
thumbing through them with any fre- 
quency. Fewer still knew anything 
about UCC earnings. 

Ultra-conservative Texas Gulf Sul- 
phur funnels most of its communications 
effort into an occasional bulletin poster. 
Yet a big percentage of its Newgulf, 
Texas, fieldmen correctly identified 
Fred Nelson as chief, possibly because 
he once bossed production there. Only 
union at Boling Dome, quips one TGer, 
“is the credit union.” Perhaps TG’s pen- 
sion plan and heavy fringes, plus a 
roster heavy with old timers, are the 
reasons why employees frown on union- 
ization. Yet to be struck, Big Sulphur 
tends to follow oil company leads on 
hourly rates. But 80% of its sample 
boasts their wages are higher. 
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VIEW FROM KOPPERS CREOSOTE-TREATING CYLINDER: 
‘tar products and chemicals get a lion’s share 


Most General Aniliners at Bingham- 
ton, N. Y., feel the same way, though 
IBM is the biggest in town. Lone 
gripe: camera plant production cut- 
backs. Most GAers seem pretty well 
briefed on government ownership of 
outstanding common. Asked “Would 
you use your savings to buy stock in 
the company?” one machinist snapped 
“That’s an impossible question. I will 
if the government turns it loose.” Most 
of Jack Frye’s people take workman- 
like pride in his annual report (“It’s a 
beautiful four-color job”) but few ap- 
parently flick past the cover. Almost 
80% shrugged “I don’t know” to earn- 
ings questions. As with most chemical 
companies, working conditions are 
okay.” 

Atmosphere at American Cyanamid’s 
Lederle Laboratories plant, Pear] River, 
N. Y., doesn’t seem particularly 
charged, despite high feeling there dur- 
ing a 1952 strike. Four out of every 
five workers interviewed were well 
briefed on AC’s income sheet and ex- 
ecutive identities. Virtually all were 
convinced working conditions and pay 
scales “are the best around.” 

Diamond Alkali’s Painesville, Ohio, 
works follows pretty much the same 
pattern. Like other United Mine Work- 
ers’ District 50 affiliates, Local 12231 
doesn’t go for pantywaist bargaining. 
But President Ray Evans has appar- 
ently pieced together a strong com- 
munications net. He reaches workers 
through shop stewards and union off- 
cials. Says one: “We don’t get double 
talk. We know what’s going on and 
why.” 

Du Pont worker communiques are 
more apt to be wrapped in coated stock 
than grass roots. And apparently 
they’ve done little to dent the con- 
sciousness of Parlin, N. J. operatives. 
Only two out of every five sampled 
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pointed to Crawford Greenewalt as 
president. Only half were certain of Big 
Chemical’s earnings and most thought 
their pay no higher than the area’s 
average. 


PUBLIC AND 
COMMUNITY RELATIONS 


IN THEIR public life the chemicals have 
long since come of age, work overtime 
to cultivate goodwill. Sprawling Union 
Carbide, for instance, peppers plant 
town gazettes with periodic, quarter- 
page “institutional” copy, rarely uses 
larger space “because we don’t want 
people to think we’re trying to buy the 
papers.” Last year UCC came up with 
four-year college scholarships for stu- 
dents who plan to enter business and 
“have the necessary talents and ambi- 
tions for careers in such fields as ac- 
counting, administration. . . .” 

New plant sites get plenty of atten- 
tion, too. Before Electro Metallurgical 
Division broke ground in Marietta, 
Ohio, company scouts made a recon- 
naissance in force to “find out how 
things are done in Marietta.” And when 
public opinion on the Colorado Plateau 
began to chafe under the security 
wraps which swathed UCC subsidiary 
U. S. Vanadium’s uranium digs there, 
Carbide put out a pamphlet which 
limned “Miracle Mesa” life, carefully 
skirted any pertinent statistics. From 
Bill Keeley, president of competing 
Vanadium Corp of America, Carbide’s 
flier drew the ultimate accolade: “It 
helped our PR problem considerably.” 

Because of the volatility of its stock 
in trade, acetylene, Air Reduction Co. 
has an explosive press-relations prob- 
lem. It carefully briefs hired hands and, 
through them, townsfolk as well. Its 
new generating plant at Calvert City, 
Ky., was rocked several days before a 
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train load of junketing newsmen and 
corporate brass trundled into town last 
spring. Townsfolk didn’t bat an eye. 
Yawned one housewife: “Sure. They’ve 
told us about those things. They’re not 
very serious.” Like Carbide, Airco got 
its community relations cogs to turning 
long before it threw its Calvert City 
plant together. For the land it bought, 
it paid well. After picking up some 
waterfront acreage from father and son 
fishing teams, it moved them further 
upstream, helped build campsites. 
Along with B. F. Goodrich and Penn- 
salt, Airco also won locals’ approval by 
remedying the sudden housing. short- 
age. Donations to Calvert’s fire engine 
fund were purposely on the low side: 
“We'll help them with anything but 
money.” 

Farther up the line in Louisville, air 
pollution charges lowered Airco’s stand- 
ing, though the local board of health 
on legal advice backed down on a 
threat to shut the plant and set about 
concentrating on “actual health men- 
aces” rather than “mere nuisance va- 
pors.” 

A spate of air pollution flareups 
again thundered over the Houston Ship 
Channel, with Mathieson taking it on 
the chin from Greens Bayou residents. 
Like others in the area, Mathieson was 
bucking not only prevailing “summer” 
winds but unfortunate zoning laws as 
well. 


STOCKHOLDER RELATIONS 


MicutiLy wooed for their growth 
glamor, chemicals respond to investors’ 
enthusiasm with varying degrees of 
warmth. Du Pont and Monsanto finan- 
cial reports are friendly and lucid, 
Texas Gulf Sulphur prefers to let its 
generous ten-year payout (79%) speak 
for itself. Its annual report is spare as 
a share cropper’s mule. 

Du Pont cultivates its owners with 
such themes as new product develop- 
ment, continued growth and “better liv- 
through chemistry.” For sheer fact- 
marshaling, President Greenewalt’s an- 
nual report is shaded only by Monsan- 
to’s. Unlike most chemical companies, 
Monsanto spells out markets as a per- 
centage of gross, breaks down costs 
as well. Union Carbide does almost 
everything well except its annual re- 
port. Last year’s showed some improve- 
ment, but not as much as Allied Chem- 
ical & Dye. Allied’s motive for polish- 
ing up his annual effort was as mas- 
sive as the $200 million debenture issue 
it took to market shortly after its report 
hit the street. That flotation surged 
over the previous high water mark held 
by Dow (a $100 million issue in 1952), 
but President Leland Dean’s stock- 
holder communications consistently 
have been better. 















RAILROADS 


FINALLy, in 1953, the rails had a clear 
track. There were no steel strikes, no 
coal shutdowns, no paralyzing trouble 
with the Brotherhoods. And the roads 
made the most of it. 

Not that carloadings made a record: 
far from it. The 40,000,000-car peak 
of 1951 and the 42,000,000-car aver- 
age of 1941-48 were clearly out of 
reach by mid-September. But by No- 
vember’s end, with freight traffic in its 
usual year-end decline, the statistics 
were not too bad: 35,900,000 revenue 
carloads vs. 37,800,000 in 1951. 

Not that dieselization was continu- 
ing its pell-mell pace: as measured by 
fuel oil consumption, the conversion 
from steam was leveling off. (It 
climbed fast in 52.) 

But operations were tight as well as 
uninterrupted, and higher freight rates 
were paying off. Through August, 
operating revenues totaled $7.2 billion, 
an increase of $0.4 billion over 1952— 


on less tonnage. Since expenses were 
only up about $0.1 billion, net railway 
operating income at $745 millidn was 
up 21.5% over the year before. The 
rate of return on investment was 4.6%— 
higher than it had been since 1944. 
And lo and behold, the Southern roads 
came within a whisker of a 6% return 
for the eight months (the actual per- 
centage was 5.8). 


MANAGEMENT 

Oh, they handed him his orders at Mon- 
roe, Virginia, 

Sayin’"—‘Steve, you're away behind time. 

This is not 38, but it’s old 97, 

You must get “er in Spencer in time.’ 


A DOZEN years ago all the roads in the 
South were away behind time. It was 
not simply a question of cinders in the 
dining car or rattling fishplates. It was 
a question of business: Dixie lines car- 
ried half the freight volume of a pros- 
perous coal road like the C & O ora 





Labor pn. +e Stockholder 
Management Relations Relations Relations 
EASTERN 
Pennsylvania ($3,133.5)* ........ 80 85 90 90 
N. Y. Central (2,613.9).......... 80 70 95 95 
Baltimore & Ohio (1,295.2)... ... 85 90 90 90 
Chesapeake & Ohio (951.5). ..... 95 90 95 90 
Norfolk & Western (601.5) ...... 90 — 85 85 
MUR MEED W's dndiwae dacebA sca 75 70 85 90 
N. Y., Chic., St. Louis (435.3).... 90 85 85 90 
SOUTHERN 
Southern (7018) ...:........... 90 85 90 85 
Illinois Central (669.3) ......... 85 90 95 90 
Louisville & Nashville (604.0).... 90 80 85 85 
Atlantic Coast (500.6)........... 75 _ 80 85 
Seaboard (321.8) .............. 90 75 90 90 
WESTERN 
Southern Pacific (1,954.4)....... 85 80 85 90 
Santa Fe (1,462.7) ............. 95 95 90 90 
Union Pacific (1,308.4) ......... 95 85 90 90 
Great Northern (889.1) ......... 80 90 85 85 
Northern Pacific (881.6) ........ 75 - 85 85 
Chic., Milwaukee, St. Paul (672.0) 80 80 85 95 
Chic. & North Western (528.8)... 80 85 90 90 
Chic., Rock Isl. & Pacific (472.1).. 90 80 85 85 





* In parentheses: Assets (in millions) as of December, 1952. 
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busy northeastern system like the Erie. 

Last year the presidents of Southern, 
Louisville & Nashville, Atlantic Coast 
and Seaboard could truly say, “This is 
not 38.” Their traffic, to be sure, had 
not reached the heavyweight propor- 
tions recorded by C & O, the Great 
Plains roads like Union Pacific and 
Santa Fe, or even the Erie. But as a 
group, the four Deep South systems 
showed the greatest financial accelera- 
tion. In five years their freight volume 
was up 37%, and their operating ratio 
(cost of bringing in each revenue dol- 
lar) was clipped 6c, from an obese 80 
to 74, better than the Class I mean. 
Even on the mighty Santa Fe, where 
efficiency is a religion, the improve- 
ment was not so marked. 

Key line of the Old South is, of 
course, the Southern Railway. It ties 
every major Dixie city save Miami with ° 
St. Louis, Cincinnati and Washington. 
There are no more “Old 97s” on the 
Bitter Biscuit Line: new-president 
Harry DeButts last June completed 
the changeover to diesel engines. De- 
pite the layout of $124 million for 880 
diesels, $10 million for a new yard at 
Birmingham, and added millions for 
road structures and 13,000 new cars, 
Southern is better off financially than 
it has ever been. Fixed charges of $13 
million took less than a third of avail- 
able income at 1952’s end; five years 
before they took half. With the south- 
ern migration of manufacturing indus- 
try, the expansion of paper production 
and diesel economies still to exert their 
full effects, Wall Street began to “look 
ahead—look South.” Wertheim, Mc- 
Ginnis and other Street houses were 
describing Southern as a growth stock. 

In degree of improvement since 1948 
(see box), Southern’s great competitor 
on the New Orleans-St. Louis-Cin- 
cinnati circuit probably outstrips any 
Class I road. Comparing 1953's first 
three quarters with the previous year, 
Louisville & Nashville showed a 6.1% 
increase in gross, a 2.8% decrease in 
costs, and net income up 44.3%. L&N 
gets more net operating income from 


Forbes 








vol 






































is 







sir 
















each mile of track than any other Dixie 
line. With 40% of its locomotives still 
to be retired for diesels, and with only 
24.7% of freight revenue from manu- 
factured items (vs. a national average 
of 28%), the Long & Narrow has plenty 
of elbow room in the future. 

Pivoting on Louisville—one of the 
nation’s coming industrial cities, presi- 
dent John Tilford’s system shoulders 
almost’ as much debt ($260 million) 
as Southern, which grosses 20% more. 
But it sports a greater “earnings times 
fixed charges” ratio than its: neighbor. 
Railway op income, $7.4 million ahead 
of 1952 at September’s close, may vault 
to nearly $50 million when 1953 figures 
are all in. This would cover interest 
charges five times, as against four- 
minus in 1952. 

Half the L&N’s revenue comes from 
coal mined in Kentucky's Harlan Coun- 
ty, in Alabama, in Tennessee. For this 
reason Tilford’s predecessor was slow 
to retire coal-burners. In 1948 the so- 
called “Old: Reliable” spent a high 82c 
to bring in every revenue dollar, cov- 
ered its debt service charges only twice. 
It was in 1950, Tilford’s first presiden- 
tial year, that the line-celebrated its 
centennial by purchasing 99 diesels; it 
now has 461. White-haired Jack Til- 
ford, it now appears, was the man who 
gave L&N a much-needed two-toot 
signal (“let’s go”). Last year Tilford 
was still tooting: in November he or- 
dered another 55 diesels at $8.8 mil- 
lion for first quarter 1954 delivery. 

Twins in the rocking Deep South 
cradle are Seaboard and Atlantic Coast 
lines, which compete on the Richmond- 
Florida-Birmingham triangle. The two 
lines, however, are not identical twins. 
After three 1953. quarters; Seaboard 
had carried $16 million down to net 
from a $119 million gross; Atlantic 
showed ‘half the carrydown—$8.1 mil- 
lion—on a larger revenue—$126 mil- 
lion. Atlantic has an anchor to west- 
ward in the form of 828,000 shares of 
L&N common; last year, these yielded 
dividends of $4 million and accounted 
for almost a fourth of president C. M. 
Davis’ net income. 

While Seaboard’s passenger traffic 
accounted for 15.2% of revenues (in 
1952), Atlantic’s human freight repre- 
sented 18.7%. Since it costs each line 
about $1.29 to bring in a dollar of 
ticket money, the difference of 3.5% is 
important. Passenger service deficit 
soaked up 29% of Seaboard’s freight 
operating income as against 49% of 
Atlantic’s. If anything, relative dieseli- 
zation should favor Atlantic, whose 
steam fleet was down to 11 engines at 
last report, while Seaboard still had 
105 iron horses. Freight cars of the 
two lines are similar, though Seaboard 
carries a slightly higher proportion in 
the lucrative “mine products” and 
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“SOUTHERN ROADS—SEE HOW THEY RUN 


ee ; fae iost 958 1968 fosst 1948 Gurreat 
‘Seaboard Airline.......786 71.3 98.0 31.5 35,563 50,469 (tie) 1(tie) 
Louisville & Nashville. 81.8 71.5 42.0 38.0 28,845 44860 4 (tie) 
Southern .......... 75. 67.3 38.6 30.6 29,577 40,506* 2(tie) 3 
“Illinois Gentral ..... 158 I18*96,1< 345 43,705 44688 1 4 
Atlantic Coast .... .. 86.8 84.8 42.9 . $6.6} 27,769 37,498° 5 5 
brass eral 


+ #'1952.. } First nine months.. { First eight months. 
>. Operating ratio is the number of cost pennies spent to bring in one revenue 
‘dollar, Transportation ratio is actual running expense per revenue dollar. 
~GTM/FTH means “gross: ton-miles per freight train hour.”—Ed.] 











GROWING DEEP SOUTH. -gave its four biggest lines an astonishing improvement 
in operating efficiency. None was even close to the mighty Illinois Central in 
1948. But though I. C. has improved in five years, Seaboard, Southern and 
L. & N,. now present. better statistics, and Atlantic Coast Line is close behind. 


“manufactures” classifications. Only 20 
years ago Seaboard was known as the 
“trollop of the Tidewater,” and only 7 
years ago she was in bakruptcy. Since 
1946 an on-the-ball’ management ‘has 
multiplied net railway operating ~ in- 
come by 2% and, last June, split its 
common shares to match. 

Nor is the difference between the 
two Dixie belles attributable to happier 
rights of way or peppier traffic scouts: 
since Seaboard came out of receiver- 
ship, its 30% revenue growth has been 
exceeded (33%) by Atlantic. 

The answer seems to lie in Sea- 
board’s tighter system (4,100 miles of 
road vs. Atlantic’s 5,400) and longer 
average hauls (211 miles per ton of 
freight vs. Atlantic’s 196). And Sea- 
board’s roadway and equipment is ac- 
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WRECK OF OLD 97 NEAR DANVILLE, VA., 1903: 


cordingly less expensive to keep up: 
through the first eight months of 1953, 
Atlantic paid out 4lc per revenue 
Collar for maintenance, Seaboard 34c. 

It was not until 1951 that the Sea- 
board, laden with Florida phosphate 
and oranges, rang up a heavier gross- 
ton-miles-per-freight-train-hour figure 
than the mighty Illinois Central. Since 
1948, IC’s freight weight has not im- 
proved. Prime reason is Wayne John- 
ston’s reluctance to dieselize, a conces- 
sion to the coal miners who contribute 
36% of his freight tonnage. Only 222 
of his 1,140 motive units are diesels— 
and most of the latter are “yard goats” 
(switchers). 

IC’s financial road has been longer 
and rougher than its own “main line 
of mid-America” stretching 4,000 miles 









1953 was different 
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SEABOARD SPECIAL AMONG THE ORANGE GROVES: 


phosphate and citrus keep the diesels honking 


from Sioux Falls to Chicago to New 
Orleans. As recently as 1939 the road 
did not even earn fixed charges and 
preferred dividends; in 1946, it ea:ned 
them only 1.5 times, Since the latter 
year, debt has been cut nearly in half, 
and the ratio is a more comfortable 
3.0. Having just completed its fourth 
year as a dividend payer on the com- 
mon, IC boasts some of the best main 
line trackage in the U. S. Half of it is 
110-pound rail or heavier. With fast 
diesel freights and elimination of coal- 
ing stops ahead of it, the IC may sume 
day ride with the heavyweight systems 
—Santa Fe, Union Pacific. Its average 
freight haul is 260 miles, easily the 
Southern District’s longest, and its op- 
erating ratio of 72.0—four points bet- 
ter than the Class I average—is as good 
as any in its group. The road’s labor 
ratio—52% of op revenue in 1952—is 
2% higher than the Class I average, al- 
though average wage on the IC is no 
higher than the national mean. Dieseli- 
zation, when it comes, will probably 
help this too. 

T. R. Rachmann is a sheet metal 
worker in the T peka shops of. the 
Santa Fe railroad. He reads his 
ration’s annual report, would buy Santa 
Fe common “if I had any savings.” He 
believes “you always need a union: in 
any plant where there is labor and 
management.” And that the Atchison, 
Topeka and Santa Fe is “the best rail- 
road in the United States.” 

He is probably right. Only earth- 
quakes (in August, 1952, on the Teha- 
chapi line) and floods (in Kansas and 
Missouri during July, 1951) have 
slowed the Atchison’s headlong, horn- 
tooting rush to railroading’s No. 1 slot. 
True, the “Atch” has one of the na- 
tion’s longest average freight hauls— 
515 miles per ton, vs. the Class I aver- 
age of 232.5. But the road has short- 
line passenger business too—the Los 
Angeles-San Diego “Surf” line — and 


makes money on the run using Budd 
RDC. self-propelled cars, True, the 
Atch gets maximum freight train hours 
from its long hauls to the expanding 
West. But this does not account for its 
low, low operating ratio of 68.4%, or its 
near-minimum transportation ratio of 
29.79%. Nor can they account for the 
improvements—5c per revenue dollar 
on all operating expenses, most of it in 
direct running costs—registered since 
1948, when the AT&SF was already a 
far more efficient line than the average. 

In a speech to the Navajo Indians at 
Gallup, president Fred Gurley once 
commented on their increase from 
7,000 in 1868, year they were con- 
quered, to around 60,000. “It has re- 
quired the acceptance of hard fact .. . 
to live and increase in numbers under 
circumstances which might well give 
pause to any sturdy people.” Gurley is 
a hard, silent man who _ considers 
paternalism “degrading and weaken- 
ing. Our assistance should be toward 
strength . . .” He applied that philoso- 
phy to his 64,000 employees, who ad- 
mire him for it. He applies it to his 
dividend-hungry stockholders. some - of 
whom balk at his “one for the investor, 
two for the road” payout, but all of 
whom have seen their common shares 
double in value over five years. His an- 
nual reports and publié relations re- 
leases are bleak in typography, almost 
gruff in tone; but down to the last la- 
conic Crop Report in 8-point type, all 
perform a straight, unvarnished service. 

Unlike many a railman, he can 
think in terms of progress: last year he 
began a 62-hour freight service for 
perishables between Chicago and Bak- 
ersfield, Calif.—a cut of 48 hours from 


‘regular refrigerator car scheduling; 


contracted to shorten his Dallas ap- 
proach by 70 miles; set up a second 
seminar at USC to teach economics to 
middle-management men. Like other 
presidents, he can echo the industry’s 
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complaint: “... . the most regulated 
business in the U. S. and subjected to 
. . . artificial diversions of traffic to 
subsidized air, highway and water 
agencies.” But Gurley likes to live with 
hard facts. His financial record is one 
that many an unregulated corporation 
can envy. 

Last June, after Santa Fe’s “62” ar- 
rived in Chicago with its refrigerated 
plums and grapes from the San Joaquin 
valley, Union Pacific announced it 
would provide a similar service. The 
UP is not a good road, but an excel- 
lent one. It suffers only by comparison 
with neighboring Santa Fe, which has 
out-improved Arthur Stoddard’s line 
since 1948 by the length of a trans- 
continental freight string. Despite an 
average freight haul longer by 50 
miles than Santa Fe’s, Union Pacific 
has improved neither its transportation 
costs nor its all-expense account in rela- 
tion to sales. 

In a sense, the unfavorable compari- 
son is intentional on UP’s part. Instead 
of going whole hog for diesels, which 
constitute only 622 of its 1,600-engine 
fleet, it has been experimenting with 
gas_ turbine-electric motive power. 
Operating on cheap bunker coal and 
even propane (as well as regular diese] 
oil), the “Messy Bessie” delivers more 
power from a shorter unit. It is cheaper 
over a long haul, more wasteful than 
the diesel on stop-and-go runs. Stod- 
dard is leapfrogging the diesel to some 
extent, added 21 gas turbines to his 
first half-dozen a year ago. It remains 


to be seen how much economizing © 


these will effect. 

UP’s blue-chip status stems as much 
from its kitbag of investments as from 
its strictly railroad operations. It nets 
more from oil and gas properties than 
Pure Oil Company, the nation’s 14th 
largest petroleum company. In fact 
UP’s non-transportation income ex- 
ceeds its freight and passenger net. 

Approaching investment status—for 
different reasons—is twice-reorganized, 
102-year-old Rock Island. Compara- 
tively speaking, the Rocket Route is 
still a “granger line,” 10% dependent 
on wheat. But except for a few reserve 
steamers, the road is 100% dieselized, 
and passenger revenues are growing 
less important (they accounted for 
10% of gross in 1950, 9% for 1953’s. first 
nine months). J. D. Farrington, an old 
operating man, is still tightening his 
system and improving way and struc- 
tures, which are not yet comparable 
with those of Illinois Central or Santa 
Fe, for example. Its proportion — of 
heavyweight rail is still somewhat low 
for a long-haul (315 miles) road. This 
speed-limiting factor may account for 
its rather low volume per train-hour. 
But Farrington’s crew are improving 
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their statistics at a rapid rate: for the 
first nine months of last year they spent 
only. 69.7¢ to bring in each dollar of 
revenue—strictly . first-class _ railroading. 
The Rock Island lays out only 43.5c 
per dollar of revenue in wages and 
salaries, well below average. It has no 
investment portfolio as a kicker (un- 
like UP). But cancellation of 60% of 
debt before it came out of reorganiza- 
tion in 1948 left president Farrington 
with plenty of coverage of preferred 
dividends and interest charges; this 
coverage has increased from about 
three times to almost four in five years, 
is being improved by repurchase of the 
$5 preferred. Rock Island last year in- 
stalled a “thinking” signal control 
which automatically switches Chicago 
trains onto clear. tracks. Farrington’s 
thinking has done the same for the old 
Rock Island, called the “hardest rail- 
road in the U, S. to operate.” 

West of Tucumcari, New Mexico, 
where the Rock Island connects with 
Southern Pacific, operations haven't 
been so good, The nation’s No. 2 sys- 
tem in operated trackage (Santa Fe is 
first), Sopac brought. less than 9% of 
revenue down to net in 1953's first 
three quarters, while Santa Fe, Union 
Pacific and Rock Island . carrydowns 
exceeded 12%. Its operating and trans- 
portation expenses. are no lower than 
average, although its volume _ per 
freight train hour is on the high side. 
President Don Russell, who worked on 
a section gang to get the feel of rail- 
roading, runs some crack passenger 
trains (the San Francisco-Los Angeles 
“Daylight,” the “Sunset Limited” from 
L.A. to New Orleans, among others). 
These cost $1.38 for every dollar of 
ticket receipts—more than the Rock 
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NATION’S TOP ROAD IS SANTA FE, which spends less to bring in a revenue 
dollar than any other big line. Fresh from reorganization in 1948, the Rock Island 
has rocketed to the No. 2 spot, though its volume of gross ton-miles moved per 
freight train hour (GTM/FTH) is not yet outstanding. Union Pacific is bringing 
less revenue down to operating income, though its freight volume is among the 
heaviest nationally. Great Northern is more efficient than in 1948, as are Southern 
Pacific and the Milwaukee Road. Northern Pacific and Chicago North Western 
have gained volume but lost profit margin. 


Island’s $1.27 or Santa Fe’s $1.21, but 
less than UP’s $1.48. Last May SP got 
a 10% fare boost which will help the 
“Jace curtain specials” run closer to the 
breakeven point. Russell’s operating 
people, he told the Boston Security 
Analysts last May, have become “net 
income conscious.” And net has been 
running ahead of 1952—for nine 1953 
months, $47.3 million on $528 million 
gross, vs. $45.5 million on $520 mil- 
lion revenue. 

Sopac’s passenger operating ratio is 
attractive compared with the 162% of 
revenue spent on two-legged freight by 
the twin trunk lines, Great Northern 
and Northern Pacific. Still, GN’s John 
Budd reported the first moneymaking 
March quarter in eight years. This 


meant an overall breakeven, since $1.2 
million of the $1.4 million net was a 
dividend from the Burlington, 49% 
owned by Great Northern. “Generally,” 
said Budd last June, “the world judges 
the railways by their passenger ser- 
vices.” His transcontinental specials, 
“The Empire Builder” (named for 
famed James J. Hill) and “Western 
Star,” get about 40% of their revenue 
from vacationers. Freightwise, Great 
Northern was the subject of concern 
when Mesabi iron ore began to thin 
out. But the use of low-grade taconite 
may fill this void for GN, which 
added 700 cars to its ore fleet two 
years ago. 

Although Great Northern has less 
freight track than its twin, Northern 


PUTTING DOWN 132-POUND RAIL ON AT&SF MAIN LINE: 
bleak in typography, gruff in tone, but a straight, unvarnished service 
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C&NW’S FEUCHT: 


C&NW COMMUTER TRAIN: 


even George Washington would find it rough 


Pacific, it shows a consistently better 
operating ratio (see table), and ac- 
cordingly brings more of gross down to 
net (around 8% in 1953, vos. 7.2% for 
NP). Despite the hue and cry about 
Northern Pacific's oil property in the 
Williston Basin, royalties have played 
a minuscule part in that road’s income 
statement. Great Northern, which act- 
ually serves Williston, North Dakota 
(Nipper does not) may ultimately 
make as much money out of the new 
oil play as its rival. And Budd, son of 
the legendary Ralph Budd who cap- 
tained Great Northern and later the 
Burlington, spent $14.5 million last 
year to improve his less-than-superb 
trackage. 

The best that can be said for North- 
em Pacific as a railroad is that it’s a 
good “black chip,” i.e., oil speculation. 
Its operations have never matched 
Great Northern’s (see table). Nor have 
its finances: where GN earns its interest 
charges 4.5 times, Nipper covers them 
2.5 times. President Robert Stetson 
McFarlane wears an impressive ticket 
in his hat: 49% ownership of the Bur- 
lington. In 1952 dividends from this 


UP’S STODDARD: 


investment contributed one-fourth of 
Nipper’s $25 million net before fixed 
charges. (An equal dividend repre- 
sented only a sixth of Great Northern’s 
revenue.) One measure of Nipper’s 
mediocrity: its payroll takes 60c out of 
every revenue dollar, vs. 49c for 
Southern Pacific, 43.5¢ for Rock Island. 

Similar to Nipper in many ways is 
the Milwaukee Road (Chicago, Mil- 
waukee, St. Paul & Pacific) which 
parallels it from the Great Lakes to 
Washington state. Its haul is long 
enough—on freight, an average 320 
miles, It is twice as dieselized (350 
out of 1,000-odd locomotives) as 
Nipper. It too has land holdings—200,- 
000 acres in Idaho and Washington 
with the usual “geophysical oil prom- 
ise. 

But Milwaukee’s operations trail 
Nipper’s as distinctly as that road lags 
behind Great Northern. The reason is 
something of a puzzle. CMStP&P does 
more passenger business than the 
northern twins—13.5% of gross, which 
absorbs 55% of freight operating in- 
come. But the lordly Union Pacific’s 
passenger statistics are almost identi- 


UP COAL MINERS: 


half the net comes from workings off the “railroad 
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cal. John Kiley’s Milwaukee Road has 
a high wage ratio—54% of gross. But 
this is actually better than Nipper’s. 

On the strictly financial side, Mil- 
waukee has some disadvantages. Un- 
like Nipper and Great Northern, it has 
no stake in a Burlington, to give (1) 
access to Denver, Kansas City and St. 
Louis and (2) a $6 million dividend. 
And it has a heavy load of $5 preferred 
stock—1,100,000 shares—to go with its 
$225 million debt. Even in a good 
year like 1950, the Milwaukee’s income 
covers interest and preferred charges 
only about twice. But these financial 
facts do not explain Kiley’s high oper- 
ating and transportation ratios (see 
table) on a traffic density as good as 
Great Northern’s. 

Santa Fe president Fred Gurley is 
one reason why the Chicago & North 
Western operates in the red. He is one 
of C&NW’s army of Chicago com- 
muters who pay 2c a mile for a service 
that costs the road 3c. There are 
enough of these lost pennies each year 
to soak up 738.5% of North Western’s 
freight profit. 

Last January president Paul Feucht 
tried to get a rate increase for his sub- 
urban service. Pontificated Illinois 
Commerce Commission chairman Wal- 
ter Fisher: “The evidence is under 
study . . . the study ‘is not sufficiently 
advanced to justify granting an interim 
increase at this time . . .” While the 
Commission was studying, June floods 
in Iowa and Minnesota slowed grain 
shipments. Since C&NW is a “granger 
road” which makes up wintertime defi- 
cits when the crops come in, Feucht 
reported a deficit for the first nine 
months ($385,000 on $153.9 million, 
a better showing than 1952’s $2 mil- 
lion deficit on $150 million revenue). 
As president of “The. New York Cen- 
tral of the West,” Feucht has held on 
to his sense of humor. It is political in- 
ertia, he told the St. Paul Transporta- 
tion Club, which keeps the railroads 
on a soft rate diet while airlines and 
truckers are nursed into muscular com- 
petitors. But, added realist Feucht, 
even George Washington would be de- 
nounced if he were running for office 
today. The D. A. R. would call him 
a “known radical with revolutionary 
tendencies”; the New Dealers would 
call him a “rugged individualist”; the 
Boy Scouts. would call him a tenderfoot 
because he stood up in the boat while 
crossing the Delaware. With the Illinois 
Commission on his mind, Feucht ob- 
served: “. . . it seems next to impos- 
sible for business men to discuss eco- 
nomic wellbeing without having one 
eye cocked at what the politicians are 
doing or saying.” 

When the politicians keep rates be- 
low breakeven, they can always claim 
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their action is “in the public interest.” 
But political asininity is not even that 
consistent. Last November the ICC 
denied the proposed cut in iron ore 
rates on the Norfolk-Toledo route from 
$3.51 to $2.91 per long ton, sought by 
the Chesapeakee & Ohio to match the 
Baltimore-Cleveland rate. The new 
rate, said ICC, would not produce 
“reasonable” earnings (!). 

To C&O chairman Robert R. Young, 
the incident was a gnat-bite compared 
with the ICC edict denying his road 
voting rights to its 550,000 shares of 
New York Central. Young is a financial 
management man by profession. De- 
spite the envy and enmity of “railroad 
men,” that strange breed of inhibited 
bulldogs, Young’s top-level direction 
has made the C&O not only the best- 
improved railroad in the East, but the 
best in the East. In 1948 Chessie was 
a sleepy coal hauler, dependent on 
mine products for nearly 80% of its 
freight volume. It was. a prosperous 
twin of the neighboring, Pennsy-con- 
trolled Norfolk and Western. But while 
N&W has remained a 75% coal road, 
C&O has added other freight, reduced 
its coal dependence to 65% by volume. 
In 1952, the road added 81 new plants 
to its lines; in 1953's first three quar- 
ters, 84. 

At the same time Young has diesel- 
ized 85% of his freight service (and all 
his passenger trains). Norfolk and 
Western, loath to disrupt its compli- 
‘cated relationships with coal men, has 
kept 100% of steam locomotives. Re- 
sult: C&O’s operating ratio has trimmed 
from 76 to 69.8 in five years; Norfolk’s 
‘has shot from 67.5 to 72.1. 

The coal freight is railroading’s most 
efficient train in the matter of piling 
up gross-ton-miles per train hour. In 
this respect N & W is the nation’s out- 
standing carrier, with a figure of 71,- 
930 GTM/FTH. But despite the dilu- 
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EASTERN ROADS—SEE HOW THEY RUN 


Operating Ratio Transportation Ratio 
1948 1953T 1948 1953t f 


1953 1948 Current 
Norfolk & Western.. 675 72.1 $18 303 63,118 71,930 1 1 
Chesapeake & Ohio. 75.9 69.8 35.9 39.9 53,546 69,077 4 2 
N. Y., Chi., St. Louis 66.1 67.4 33.9 343 49,922 49450 2 3 
SR ea anaes s <0 743 78.8t 40.6 39.3f 55,205. 62,527° 3 4 
Baltimore & Ohio 81.0 785 41.9 387.9 32,933 46,061 5 5 
Pennsylvania ....... 83.8 81.8 45.2 41.0 38,217 49,517° 7 6 (tie) 
i a: See 85.6 82.2 448 419 38,475 48875 6 6 (tie) 


* 1952. + First nine months. { First eight months. 
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not altogether... 


A COAL ROAD, NORFOLK & WESTERN, is still the top operating property on 
the eastern circuit. A 50% coal road, the C. & O. has shown most improvement in 
five years and is now No. 2. Neither road owes more than 6% of revenue to pas- 
senger traffic. The Nickel Plate has shown no increase in running efficiency, 
slipped from second to third. Erie’s recent figures are worse than 1948's. B. & O.., 
Pennsy and Central all show better efficiency now than in 1948. 


tion of coal with other freight, Young’s 
road is over the 69,000 mark, the fig- 
ure exceeded only by N&W and the 
tiny but growing Kansas City Southern. 
The basic achievements of the C&O 
have been partly obscured by Young's 
well-publicized experiments in passen- 
ger equipment and service. He has 
tried movies in the diner, muted radios 
in coach seats, drive-in ticket offices.” 
But he is also installing CTC (central- 
ized traffic control). Last year he elimi- 
nated the yard-long ticket, announced 
partnership with the New York Cen- 
tral in developing Train X, a lighter, 
lower-slung lizard which would be 
ideal for Chesapeake’s heavy but snaky 
Allegheny tracks. But he has upgraded 
his track too: 75% of it is now heavy- 
weight (112 Ibs. plus) against 60% five 
years ago. And as everyone expects, 
financier Young has done his duty. by 
the income account. In 1953's first 
three quarters he brought 13.5% of 
revenue down to net, a proportion only 
exceeded by Norfolk and Western. And 
this, incontrovertibly, is the payoff. 
Two years ago president R. H. Smith 
declared that the “economy and relia- 
bility of the coal-burning steam’ loco- 
motive cannot be bettered by any 
other existing type . . .” He may have 
changed his mind by now about the 
“economy.” For 1953's first nine 
months, N&W spent slightly more out 
of each revenue dollar for transporta- 
tion costs than in 1947. Smith is sacri- 
ficing the immediate advantages of oil- 
burning diesels while the kinks are be- 
ing ironed out of (1) a coal-burning 
steam turbine electric unit, soon to be 
delivered and (2) a coal-burning gas 
turbine. It may turn out that Smith 


freight. 


* Although the extras have given Young 
a passenger operating ratio of 177, among 
the highest, he can afford them. Only 4.5% 
of his revenue comes from two-legged 





put his money on the winning (iron) 
horse. Meanwhile he is losing his lead 
as the nation’s most efficient road—al- 
though his annual $9 million dividend 
payment to the Pennsylvania Railroad 
is hardly in danger. 

The big roads—Pennsy and Central 
—are in much the same boat. They 
have so much passenger business, even 
though it is run at tight 117 and 119 
operating ratios, that half their freight 
profits are wiped out. Like other roads 
with heavy passenger traffic, they ring 
up fewer ton-miles per car day: along 
with the New Haven and Delaware 
Lackawan’, Central and Pennsy are 
nationally low on this count. 

Improvementwise, there is not much 
to choose between the two (see table). 
Both are so big that renovation of roll- 
ing stock is a matter of decades rather 
than years. Both have 3,200-odd loco- 
motives, and both are about half diesel- 
ized. 

Financially, both roads are muscle- 
bound. They process enormous ton- 
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N&W’S SMITH: 


N&W COAL CARS IN HUMP YARD: 


will coal fuel the winning iron horse? 


nages and deposit enormous revenues 
(the Pennsy has been a billion-dollar 
grosser since 1951). But 1952 was the 
first year in eight that Central earned 
its fixed charges by as much as 1.5 
times; the Pennsy does somewhat bet- 
ter—about 1.7. (For the first nine 
months, 126 largest Class I roads 
earned fixed charges 3.5 times.) With 
neither road bringing more than 4c or 
4.5c of operating revenues down to net 
in a good year like 1953, the eastern 
colossi are many ton-miles, many dol- 
lars from the Big Rock Candy Moun- 
tain. 

What to do? Robert Young, who 
could control Central with C&O’s 12.5% 
of its stock if ICC would let him, 
would unload some of the road’s ex- 
pensive real estate in today’s high mar- 
ket, pare some of the $789 million 
debt. He could save 50c a share by 
selling a mere $100 million worth. 
Actual merger with C&O would elim- 
inate few route duplications, but could 
conceivably attract more total business 
to the combined systems. Central’s new 
president, well-seasoned William White 


B&O’S SIMPPSON: 


(Erie, Virginian, Lackawanna), took 
a firm stand against dividends at the 
expense of renovation—now costing 
$100 million a year—and debt reduc- 
tion. When White passed the expected 
50c in June, Central common took a 
nosedive. Later on in the summer, to 
everyone's surprise, the board declared 
half a dollar anyway. It remains to be 
seen whether White will use the scalpel 
(a la Robert Young) or simply try to 
chip away at costs over a long period. 
In one respect at least, Central resem- 
bles C&O: its public relations program 
almost matches the massive efforts of 
Young's 50-man PR staff. 

Among the smaller eastern roads the 
Nickel Plate (New York, Chicago & St. 
Louis) is clearly the best. Five years 
ago it ranked only behind Norfolk and 
Western, but its transportation costs are 
not outstandingly low, and C&O now 
boasts a better record. All but a few 
of its road engines are steamers; its 
diesels are mainly switchers. Says 
Lynne White (no relation to Central’s 
Bill): “For our kind of operation— 
trains of moderate length operating in 


LAST STEAMER ON JERSEY CITY-CUMBERLAND RUN: 
for the Beefsteak & Onion, iron ore 


88 


flat country—we don’t require the great 
pulling power of the diesel.” The bene- 
fits of the diesel, of course, go beyond 
pull: it reduces fuel costs, eliminates 
coaling and watering stations, simpli- 
fies maintenance. But White will be- 
gin to dieselize as soon as his “S” en- 
gines lose their newness and begin to 
require repairs; by 1955, he expects 
15% of his freight traffic to be diesel- 
drawn. Meanwhile, despite a fairly 
long average haul of 205 miles, his 
freight density has remained unim- 
proved since 1948. Competition as well 
as equipment has something to do with 
this: by all rules of logic, Nickel Plate 
and Central should be one system. 
(This would contravene the law.) Un- 
der the status quo, the five-times-big- 
ger Central has suffered more than 
Nickel Plate from any route duplica- 
tion—mainly because the latter han- 
dles practically no passengers. And rev- 
enues have increased almost 50% in 
five years—a sensational surge. 

Where Nickel Plate carried nearly 
lle of every sales dollar down to net 
in 1953's first three quarters, the Erie 
brought down 4.9c and the B&O 5.9c. 
The Erie, with the East’s heaviest 
freight traffic (GTM/FTH: 62,527) 
and only 8.5% of revenue from paying 
passengers, would seem to be in a 
dandy spot to make some money. But 
its debt is actually higher in relation to 
annual gross than New York Central's! 
The Erie’s 48.5% labor ratio is lower 
than average, and the line has been 
completely dieselized for a year, yet its 
transportation costs have shown little 
improvement since 1948. Followers of 
the old Scarlet Woman of Wall Street 
are wondering how much new on-line 
plants (e.g., Ford’s Metuchen works) 
will change this picture. 

Baltimore and Ohio’s debt load is 
even heavier than Erie’s: about 130% 
of current annual revenue. But where 
Erie’s gross has stood still since 1948, 
that of the Royal Blue Line has in- 
creased 10%—-good growth for a rail- 
road. But the debt hangs heavy over 
B&O stockholders: a capital improve- 
ments fund, a general sinking fund 
and a debt reduction fund reduced 
last year’s $9.74 per share on common 
to $3.00 available for dividends, And 
Howard Simpson, an Erie alumnus who 
replaced Roy White as president last 
August, still has a couple of hundred 
diesel units to buy before freight will 
be 100% oil-propelled. On the operat- 
ing side, 2.5 percentage points have 
been shaved off the op ratio since 1948, 
With transportation costs due for im- 
provement, the wage ratio under con- 
trol at 47c per revenue dollar, the 126- 
year-old “Beefsteak and Onion” seems 
on the upgrade. As the Mesabi is 
played out, more iron ore will be 
transshipped inland via B&O. 
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LABOR RELATIONS 
Unuike the management analyst, who 
deals in hard facts, the rater of labor 
relations assesses attitudes, emotions, 
morals. Fornes interviews in 17 major 
railroad shops reveal great differ- 
ences in attitudes toward management, 
although employee communications 
among railroads are almost as standard 
as hourly wage rates. 

Factual correctness of answers, 
therefore, is less diagnostic than subtle 
accompanying hints of good or bad 
morale. Like many citizens who re- 
spond to opinion polls, railroadmen 
tend to give expected answers. To the 
question “Do most of the employees 
you know like their jobs?” 88% of the 
interviewed railroaders replied “Yes.” 
But as one southern section hand at 








on the Santa Fe: “Since the union came 
in, too many fellows don’t want to give 
an honest day’s work for a day’s pay.” 
Said a signal construction man on the 
Rock Island: “Some unions have gotten 
out of hand and are very radical.” Said 
a New York Central conductor: “Pres- 
ent unions do not accomplish much 
but there could be more friendly rela- 
tions if the five operating unions were 
consolidated.” Said an upholsterer in 
the Pennsy’s Wilmington shop: “I think 
we need a good one—better than what 
we have—the C.I.0O.” The consensus, 
however, was best expressed by a su- 
pervisor in the same shop: “Some peo- 
ple are inclined to take advantage of 
people with less intelligence and will 
power. Unions are necessary.” 

Among the Western roads, Santa Fe 


ILLLINOIS CENTRAL MEN IN PADUCAH SHOP: 
fresh efforts to please are a ne plus ultra 


Jacksonville explained: “We tell people 
we do because we don’t want to lose 
them.” And every single Erie man 
questioned at Hornell, N. Y. told our 
reporter that his line made more money 
in 1952 than in 1951 (it didn’t). In 
general, plant men have vague notions 
about fiscal progress; over 40% didn’t 
know whether their lines had increased 
net or not. 

On questions relating to layoffs, 
unions and working conditions, how- 
ever, shop men are well-versed and 
articulate. On good roads and mediocre 
ones, an almost-unanimous “Yes” was 
given the question: “Do you think you 
need a union?” Only three men among 
hundreds interviewed thought other- 
wise. 

Still, railroaders’ pro-unionism is 
not uncritical, Said a journal box packer 


January 1, 1954 





and Great Northern, seem to have 
achieved the best morale. All or most 
shop employees knew their chief ex- 
ecutive officer, would buy their com- 
pany’s common stock if they could, got 
their information primarily from com- 
pany sources, liked and read company 
publications. They were willing and 
anxious for their children to work for 
the same roads, And although only one 
out of three workers in both organiza- 
tions considered their wages “higher 
than average,” they thought working 
conditions were good to excellent and 
intended to stay put. 

Almost as impressive were returns 
from the Union Pacific installations at 
Omaha. To the question: “Would you 
want your children to work for the 
company?” 90% of the answers were 
emphatic yesses. And about 60% 
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thought their wage rates higher than 
average. However, UP’s communica- 
tions are subpar. Asked how they liked 
their company publications, a pantry 
worker and a storage clerk answered 
“What publications? I’ve never seen 
any.” Fully half the interviewees re- 
ported they got no information on com- 
pany progress; of the other half, most 
got their information from newspapers 
rather than UP publications. Despite 
the road’s reputation as a blue chip, 
fewer than 15% of its interviewed hour- 
ly employees knew whether UP was 
making more money, less, or any. 

Feeling seemed quite different at the 
Southern Pacific’s Sacramento shops. 
Two out of three men could not even 
give President Russell's name. Opinion 
was divided on the pocket-sized South- 
ern Pacific Bulletin: as many workmen 
thought it was “NG” or “leaves too 
much out” as found it good reading. A 
third of the shop mechanics. thought 
equipment was out of date. A like pro- 
portion labeled their union a “company 
union” and expressed the need for an 
independent, “outside” group. 

Of the three Midwestern roads, Chi- 
cago & North Western emerged best. 
Although two-thirds of its employees 
interviewed (in Chicago) believe their 
wages lower than average and would 
not purchase C&NW stock even if they 
had the money, they read the News- 
liner and consider it excellent. Al- 
though they are not entirely satisfied 
with working conditions (“the com- 
pany is holding back in most depart- 
ments,” ventured one gateman), most 
are willing to have their children work 
for the road, virtually none is sorry 
he got into railroading, and a ma- 
jority intend to stay on their present 
jobs. 

Less impressive were the sentiments 
voiced by men at the Rock Island’s 
shops in Silvis, Il]., and the Chicago, 
Milwaukee, St. Paul & Pacific plant in 
Milwaukee. A large majority at both 
places are unwilling to see their chil- 
dren work for these roads. About a 
third are sorry they got into railroading 
—a high proportion of negatives for a 
traditionally prideful industry. Only 
about half the respondents could name 
their presidents, had any idea about 
their roads’ respective earnings (“that’s 
their secret,” said one uninformed 
worker on the Milwaukee Road), or 
rely on company publications for in- 
formation. 

Although Eastern railmen voice less 
enthusiasm about their roads, morale 
appears highest at the Baltimore & 
Ohio shops at East St. Louis and the 
Chesapeake & Ohio shops at Grand 
Rapids, Michigan. Both roads’ em- 
ployees are 70-80% willing to see their 
children follow in their vocational foot- 











steps. Both groups get company infor- 
mation 100% from company publica- 
tions, with C&O workers also interested 
enough to read stockholder reports and 
Railway Progress in addition, C&O 
workers can name their president to a 
man, have a clear idea of the com- 
pany’s fiscal progress and a unanimous 
desire to own its stock. About half of 
the Grand Rapids workmen consider 
themselves underpaid, however, and 
would change jobs for more money. 
Only a few of the B&O crew at East 
St. Louis know who their president is 
or how the road is doing financially, 
none evidences a desire to transfer. 

In most respects the Pennsylvania 
workers at Wilmington, Delaware, 
show a similar level of morale. But only 
half are willing to see their children 
work for the Pennsy, and the many 
better-paying jobs in Wilmington (at 
du Pont, Hercules Powder, and even 
the Telephone company) make them 
somewhat less rooted, at least psycho- 
logically. All, however, read the month- 
ly Pennsy; some own stock and read 
the annual report as well. In comment- 
ing on working conditions. about half 
volunteered that these had “improved 
100% since the war” or were “better 
than ever.” 

Employees of the New York, Chi- 
cago & St. Louis (Nickel Plate) show 
2 high awareness of their company’s 
position and problems. All know their 
president, and most have seen him. All 
are aware of the rise in earnings and 
common stock quotations in recent 
years, and 100% would invest in their 
own road “if they had the money.” 
Still, they are very unenthusiastic about 
working conditions—at least at Con- 
neaut, Ohio, where Forses did its in- 
terviewing—and 70% would not like to 
see their children work on the road. 

Morale on the Erie is lower. Half 
the respondents at Hornell, New York 
would like to land a new job; this is a 
high proportion in view of the many 
older men who are already close to 
pension age. There is also dissatisfac- 
tion with working conditions, as ex- 
pressed by about 45% of the men ques- 
tioned. Said one: “Living conditions on 
the road are bad—poor condition and 
upkeep of camp cars.” Others feel that 
older men in steam were laid off, with 
no other work being provided for them, 
while younger men came in on diesel 
work. To the question: “Do most of 
the employees you know like their 
jobs?” Erie employees returned the 
highest negative percentage: 40%. 

New York Central workmen at 
Cleveland replied in the most apathetic 
vein. All know their new president, 
Bill White; all know that Central's net 
is improving; all read the company 
house organ, and none uses superlatives 
to describe it or anything else about 


their work. Almost 90% would not like 
to have their children work for Cen- 
tral; 25% believe most employees dis- 
like their jobs; most describe working 
conditions as “fair.” 

On the grass-roots (or rail-and-bal- 
last) level, Illinois Central appears to 
have the best labor relations among 
the four Southern roads surveyed. 
Every workman interviewed in_ its 
McComb, Mississippi shops considers 
his pay higher than average; most 
know that Wayne Johnson is their boss; 
all consider the line’s monthly maga- 
zine “excellent”; 85% are willing to have 
their children work for IC; all like their 
jobs, rate working conditions “good” 
or “excellent”; and nobody is looking 
for another job. Despite one cynic who 
cracked “You can get one side of every- 
thing in our company magazine” and a 
student of finance who would not buy 
IC common because “the trucks have 
them beat,” most IC men take great 
pride in their road, even for railroad- 
men. Asked where they got information 
about the company’s progress, fully a 
fourth answered (in addition to “com- 
pany publications”) that simple obser- 
vation of new equipment and fresh 
efforts to please customers was a prime 
indicator of progress. This state of 
mind is probably the ne plus ultra of 
labor relations. 

Louisville & Nashville men at Ra- 
venna, Kentucky; Seaboard Airline 
workers at Jacksonville, Fla.; and 
Southern Railwaymen at Birmingham, 
Alabama were less well informed than 
Illinois Central's crew. Southern men 
have the lowest opinion of working 
conditions (one out of three said “bad” 
or the equivalent in railroad language). 
Seaboarders are only 50% willing to see 
their children become Seaboarders 
(proportion for L&N and Southern: 
66%). One out of three L&N men is 
sorry he got into railroading, although 
four out of five believe their wages are 
higher than they could get elsewhere. 
One out of four Seaboard men is 
sorry he took to the main lines. With 
respect to lines of communication, 58% 
of Seaboarders read their company’s 
publications and about 75% got “enough 
information” about the road’s progress. 
Workers on L&N and Southern show a 
higher awareness of fiscal progress and 
a higher regard for company material. 

(Note: Atlantic Coast Line, Norfolk 
& Western and Northern Pacific labor 
relations are not rated in this issue, 
since returns were not considered ade- 
quate to support a sound evaluation 
—Ep.). 


PUBLIC RELATIONS 


PUBLIC RELATIONS got an airing last 
February when the not-so-gentle truck- 
ers tried to spike the railroad indus- 
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try’s all-out campaign for equality of 
prerogative among common carriers. 
The Pennsylvania Motor Truck Asso 
ciation sued the Eastern Railroad Pres- 
ident Conference and PR agent Carl 
Byoir for a “vicious, corrupt and fraud- 
ulent campaign” running down the 
highwaymen. The truckers were just 
about laughed out of the court of pub- 
lic opinion; nationwide sentiment is 
growing for more regulation of road- 
destroying trucks, less for the be- 
leaguered railroads. 

Living railroadmen who suffer in the 
I.C.C. straitjacket are not responsible 
for it. During the 19th century, gov- 
ernment subsidized railroad building 
to the tune of $707 million in cash, 
$335 million in land—60% of original 
construction costs. In return, rail ty- 
coons led investors a merry chase with 
watered stocks and spite paralleling. 
Now the railroads are collared tight 
in the government doghouse while the 
subsidy bones go to airlines and trucks. 

The problem of shucking red tape 
and regulation is, of course, a matter 
of getting the public won over. But 
passenger schedules “in the public in- 
terest” are so firmly imbedded in the 
tissue of American culture that free- 
enterprise railroading is all but unob- 
tainable. Still, railroaders do their duty 
by this one: not only the moneyed, 
powerful Association of American Rail- 
roads but every rail president speaks 
out at every chance against “unfair 
competition” by the subsidized airlines 
and free-wheeling truckers. 

In pursuing their crusade mainly at 
the top levels, railroad presidents are 
overlooking a more basic bet. Only a 
few roads use (1) their employees or 
(2) their passenger service as effective 
public persuaders. Most lines give 
grudging attention to passenger sched- 
ules and equipment (exceptions: Santa 
Fe, Southern Pacific, Chesapeake & 
Ohio). And operating railroaders are 
too much in love with running their 
rolling stock to sell themselves*—not 
to mention the conductors and train- 
men of low morale who join the cus- 
tomers in running down their roads. In 
sum, the rails have not worked hard 
enough on their labor relations to in- 
spirit their own people—a necessary 
first step in winning the public. 

In part, their failure has been in- 
evitable. Fixed rates and high labor 
ratios preclude the high-pay policies of 


*A fact which led the mayor of a Cali- 
fornia city on Southern Pacific’s coast 
route to call the line “a thorn in the side 
of the city, both from the appearance of 
its facilities, its lack of safety programs 
and at crossings where it is constantly in 
the public’s hair by blocking unnecessari- 
ly and generally acting in a discourteous 
manner.” 


Forbes 








li- 
ast 
de 
of 
ms 
in 
ri- 
us 








os of ili 
stigma of financial h 








a carrier does” everythir _ humanly 
possible to. explain, 
spire (e.g., the.. New. ‘York Central), 
Powerful railway “brot 
can paralyze the economy with the flip 
of a strike ballot, are of the railroads: 
but not with them. 
Despite the obstacles, alert “indus- 
trial relations” generally go hand in 
hand with alert and successful manage- 
ment (Illinois Central, Santa Fe). 


STOCKHOLDER RELATIONS © 

Last January the “Santa Fe Railway 
Stockholders’. Committee” moved. that 
the road’s management. pay an’ extra 
$7.50 dividend out of tax refunds and 
the assets of rsa Western Im- 
provement ‘Compan 
ending in 1952, “the. “Atch” had paid 
out 36% of earnings to shareholders.) 





(In ten years” 


espe in extremis, and most roads are 


anc lessness "seeps. strusgling to pare ‘down debt and at 
om to the rank an fle even where “the va 
‘and truck competition. 


Same time modernize to meet air 


Under these circumstances, she best 
railroadmen can do is to educate their 
Gwnets as to the true fiscal state of 


affairs, In this there is no question of 


preserving “trade secrets,” since rail 
statistics are an open book by law. It 
is: something of a mystery why some 
roads do not make their annual reports 
instruments of full, lucid and complete 
disclosure, truth being the most power- 
ful weapon on the side of the just. 
"The best annual report on ForsEs 
list-is published by the Chicago, Mil- 
waukee, St. Paul and Pacific Railroad 


“Company, alias the Milwaukee, alias 


the St. Paul. Except on its glossy cover, 
the 40-page report contains no pic- 
tures, But it does present freight and 


‘passenger revenue statistics for ten 


years, operating statistics for six years, 





SOUTHERN PACIFIC’S “DAYLIGHT”: it’s a public ‘ididilons saul 


At the April annual meeting, of course, 
the committee’s resolution was de- 
feated. 

The incident is typical of railroad 
stockholder relations. Acute dividend- 
itis among non-forward-looking stock- 
holders can be a serious menace to 
more forward-looking managements. 
Last year, for instance, a group of 
Chicago “investors” were trying to buy 
control of the revivified Minneapolis 
& St. Louis. Apparently out to milk the 
line and get out, they were trading on 
owners’ natural desire for more cash. 

Unfortunately, the railroads are in 
no position to yield to the clamor. 
Through August, 126 Class I lines 
earned $863 million before fixed 
charges. The latter chopped $269 mil- 
lion from the total. With cash and Gov- 
ernments amounting to $820 million 
less than current liabilities, and road 
znd equipment expenditures at $839 
million for the eight months—almost as 
inuch as railway operating income and 
“other income” put together—it was not 
surprising that preferred and common 
stockholders got only $228 million in 
dividends. An accountant might find 
it surprising they got that much, for 
the Interstate Commerce Commission 
makes it difficult to float capital issues 
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wage statistics for 25 years, together 
with a simplified income and outgo 
breakdown and explanatory charts. A 
serious stockholder or even a security 
analyst interested in the Milwaukee 
would hardly have to go beyond the 
annual report for his fiscal perspective. 

A different approach is taken by the 
two biggest roads, New York Central 
and Pennsylvania. Their annual reports 
—28 and 32 pages, respectively—con- 
tain only highlight figures for opera- 
tions, although both pamphlets eluci- 
date the numerals with charts. This 
makes it necessary to publish statistical 
supplements thicker than the original 
reports, obtainable on request. 

Among the other Eastern roads, 
B & O presents its dollar data with 
great clarity, but is somewhat skimpy 
on operating statistics; Nickel Plate’s 
report is easy to read and copious 
enough as far as it goes, which is only 
two. years; Chesapeake & Ohio has so 
many pictures it looks like Life maga- 
zine, also limits comparative figures to 
two years; Norfolk & Western has a 
forbidding format but several five- 
year tables ‘and no promotional dis- 
tractions; Erie’s report is good-looking, 
carries three-year simplified statistics 
and plenty of graphic aids but leaves 
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the hard facts to a statistical supple- 
- ment for which owners must write. 






From its Chicago headquarters, Illi- 
nois Central puts out the best report 
among the Dixie lines, clean, attrac- 
tive, spiced with ten-year financial 
charts. It is an excellent example of 
imaginative graphic design. Its statis- 
tical section, however, is limited to two 
years. Seaboard’s yearbook also has 
good charts, keeps the photographs un- 
der control, but sticks even more to 
two-year comparisons. Atlantic Coast 
Line’s manual-like report is unneces- 
sarily drab, spews out its figures and 
facts like a sullen schoolboy. That of 
Louisville & Nashville, which Atlantic 
controls, is larger but not much better, 
carries old-fashioned Southern dignity 
a little too far. Southern Railway’s re- 
port looks just as antebellum in format, 
but is much more complete—two ten- 
column summaries, one of operations 
and one of dollar statistics, go back 58 
years. Treasurer M. G. Chew hasn’t 
lost his sense of humor: toward the 
end of his long (54-page) compilation, 
he compares weight of rail in 1952— 
56% 100 Ibs. per yard or more, 21% 
130 Ibs. and over—with that of 1895, 
when 90% of his track weighed less 
than 65 pounds! 

The chartless, pictureless C&NW 
annual is better than it looks, since the 
important statistics are traced back ten 
years. Considering the road’s plight, 
Paul Feucht may feel morally obligated 
to give his report a slightly somber ap- 
pearance. Strong, silent Santa Fe puts 
out a digest-sized booklet. But vital 
parameters are traced all the way back 
to 1896, the stock is glossy enough for 
a little photographic relief, and the 
text even includes one of them thar 
new-fangled charts. Great Northern’s 
24-page annual is jammed with all 
raanner of pictures, graphs and com- 
binations thereof. But for orderly finan- 
cial data the stockholder must resort to 
the statistical supplement. Southern 
Pacific’s annual is like those of Central 
and Pennsy—lots of charts on current 
finances but the operating figures rele- 
gated to a statistical supplement. In 24 
pages Rock Island gets across a rea- 
sonably full story, including some ten- 
year tables, charts and some amateur- 
ish photos. Neither Northern Pacific nor 
Union Pacific go beyond conventional 
two-year statistics, although the latter 
uses 21 large pages to list every con- 
ceivable average. In their front, or text 
sections, both roads strive mightily to 
make some sense out of the figures 
with earnest, copious copy, pictures 
and charts. Nipper printed a picture of 
23 gandy-dancers (section hands) at 
dinner, possibly the only such candid 
shot ever published. P.S.—The gandy 
dancers were so hungry not one looked 
up at the camera. 











As 1953 BEGAN, the cigaret outlook was 
bright as a hand of 70-cent Virginia 
leaf. Volume was on the rise; controls 
were due to lift, permitting prices to 
rise, too. This mellow outlook charmed 
the investing public and for a while, 
tobacco shares led all the rest. 

As 1954 begins, outsiders take a 
dimmer view. Their reasons: 

© Tax-paid withdrawals are off a 
little—around 1%—from 1952. 

® Scare stories—most of them based 
on sketchy scientific evidence—allege 
the cigaret is a carcinogenic agent. 

Insiders are less concerned, trace the 
dip in sales to: 

® Loaded distribution pipelines fol- 
lowing the introduction of Chesterfield 
and Philip Morris king-size brands and 
in anticipation of the late February 
price increases. Last year’s 4% increase 
in factory withdrawals may not have 
been a 4% increase in actual consump- 
tien. 

® Price resistance among marginal 
buyers, as packs are jacked to the piv- 
otal 25c level and sometimes above it. 

® More sales of king-size cigarets 


CIGARET MAKERS 


which provide more puffs to the pack. 

© Although population is increasing 
1% a year, the number of people in the 
smoking age bracket is not increasing 
so fast as it has in recent years. 


MANAGEMENT 


Wuat HAPPENED to R. J. Reynolds’ 
much-rumored filter cigaret, the “Wins- 
ton”? Whispered the trade: it was be- 
ing held back, lest the competition 
bring out a rival filter-tip named the 
“Churchill” and take a free ride on 
Reynolds’ advertising. 

True or not, the jape points up more 
than the close-to-the-vest nature of 
Reynolds’ operation. The emphasis is 
on new brands, new lines. Lorillard 
was first to advertise three different 
brands at once (see cut). In two years 
Liggett & Myers has added and adver- 
tised three new cigarets: Fatima king, 
Chesterfield king, L & M filter-tip. 
With the Parliament filter brand almost 
in its grasp, Philip Morris will soon 
match Liggett’s line in variety. 

For the lesser three of the Big Five, 
this “department store” approach is not 





Management 


American ($783.2)° 
Reynolds (591.6) ................ 90 


Liggett & Myers (488.3) ........ 85 
Philip Morris (240.3) .......... 85 
Lorillard (160.8). 2... 00sec nes 85 


*In parentheses: Assets (in millions) as of December 31, 1952. 
1953. 


Public & 

Labor Community Stoekholder 
Relations Relations Relations 
90 90 90 
70 75 75 
85 85 75 
95 90 90 
80 80 90 





+ As of March 31, 








aimed primarily at volume. Profit is a 
more immediate motivation, since many 
of the newer brands are priced at a 
premium. In adding king-sized variants 
of their principal brands (Chesterfield, 
Philip Morris, Old Gold), the smaller 


‘three have cannibalized them in vary- 


ing degrees. All of their filter-tipped 
smokes sell at stratospheric prices— 
$10.68 per thousand—while the volume 
filter sales are being racked up by 
Brown & Williamson’s Viceroy, selling 
only slightly higher than the standard 
price of $7.94. The three have also ex- 
perimented with new king-size brands 
—Fatima, Embassy, Dunhill—but none 
has rolled up notable volume as yet. 
Liggett & Myers sells 18.5% of all tai- 
lormades, Philip Morris 10.3%, Lorillard 
5.9%. 

But American Tobacco and Reyn- 
olds, which account. for 31% and 26% 
of cigaret sales, respectively, are still 
shooting for volume first and foremost, 
letting the profits fall where they may. 
Neither has risked its big brand name 
(Lucky Strike, Camel) on a specialty 
cigaret, king-size or otherwise. Neither 
has an “extra-penny” brand (like the 
Chesterfield, Philip Morris and Old 
Gold kings) or an “extra-nickel” variety 
(Kent, Parliament, L & M filters). 

Here’s how this strategy has worked 
out in terms of unit sales (1948= 100): 


48 7 | 52 
American ... 100 95 96 104 112 
Reynolds ... 100 101.102 108 112 
Liggett ..... 100 94 90 90 95 
Morris. ..... 100. 122 143 145 1386 


Lorillard ... 100 106 112 125 188 
As might be expected, the outfits 
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with the smallest base ring up the most 4 


impressive percentage 


gains—Lorillard © 
and Philip Morris. Despite its. diversifi-. 


cation from one brand into four, Lig- 
gett has been unable to maintain unit 


volume. American and Reynolds show “- 
gowth of 8% a year—the so-called 


“secular rate”’—but on big volume. 
However, the unit sales showing 
does. not translate directly into profits. 
This is how dollar profits have grown, 
before income taxes: 
48 "49 "50 "St "52 753" 


American. 100 105 109 112 108 134 
Reynolds . 100 113 127 150 157: 167 
Liggett .. 100 99 112 100 93 110 
Morris ... 100 122 169 1387 108 155 
Lorillard... 100 123:138 120 128 
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*Through September quarter. 


All of the five were squeezed be- 
tween the Korean war’s price ceilings 
and the supporting (i.e., rising) cost of 
Burley and Bright leaf. All save Reyn- 
olds felt a profit pinch in 1951 or 
1952. But in 1953, all save Liggett 
are bringing substantially more dollars 
down to the profit line. 

The managements behind these fig- 
ures are as different as their products 
are alike. American is the proud, digni- 
fied Jersey Standard of the industry. 
Its executives, who are also its direc- 
tors, are the industry’s best and oldest. 
But under Paul Hahn, who was 
“raised” by George Washington Hill, 
Big Tobacco no longer resembles Hill’s 
creation. Its advertising is uniquely 
conservative contrasted with the brash- 
ness affected by rivals. Its public rela- 
tions are normally cautious, possibly 
even austere. Yet it acts unmistakably 
like the industry's leader: when the 
popular magazines spewed out a spate 
of pseudo-scientific copy linking cancer 
and cigarets (Forses, Dec. 15, 1953, 
p. 20), Hahn jumped into the breach. 
Politely, “with all respect to the sin- 
cerity of those who have been working 
in the field of lung cancer research,” 
he pointed out that authorities them- 
selves differed on causes, that concen- 
trated tobacco tars used on laboratory 
animals differed from normal tobacco 
smoke, that other “habits and condi- 
tions of modern life,” including pol- 
luted atmosphere, have also been cor- 
related with the inerease in respiratory 
ailments. Within a week, Hahn had re- 
prints of newspaper stories on his state- 
nents to his 83,000 stockholders. It 
was later revealed that American To- 
bacco alone among the Big Five had 
contributed heavily ($250,000) to the 
Damon Runyan cancer research fund. 

On the manufacturing side, Ameri- 
can’s setup is the industry’s most.elabo- 
rate, The quality AT advertises and 
unconditionally guarantees is achieved 
with a high ratio of workers to units 
produced, at some sacrifice of immedi- 
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ate profits. Its plant diversification 
(Richmond, Louisville, Reidsville, Dur- 
ham) is the industry's widest, and its 
research lab the industry’s oldest and 
best (having originated the smoking 
machine used by the others). In every 
sense, including the dominance of its 
two king-sized brands, American is or- 
ganized for the long pull. 

Reynolds’ management is unique in a 
different way. Its chairman, John Whit- 
aker, is neither financial man nor sales- 
man but a manufacturing specialist. Its 
new president, Ed Darr, is the sales 
and advertising expert who built the 
industry's largest sales force. Camel’s 
missionaries are the foot-slogging in- 
fantry of the trade, “simple country 
boys” as VP Bowman Gray calls them, 
who are taught to push, push, push. 
Reynolds’ financial policy is tough as 
cartilage. Its profit margin, the indus- 
try’s widest, is kept that way by an 
unrelenting+ pursuit of lower costs in 
everything from labor to leaf to bank 
money, When Reynolds’ gray-brick, 
modernistic laboratory was dedicated 
last February, Darr was careful to 
state: “Industry woke up to the fact 
that research was good business. . . 
it will, I am certain, be a profitable 
investment.” 

Liggett’s management, under soft- 
spoken Benjamin Few, falls somewhere 





LORILLARD Kn atimesteen TV COMMERCIAL: 


between those of the top two, but prob- 
ably closer to Reynolds. Two years ago 
Liggett underwent a thorough mechan- 
ization which cut its workforce from 
15,000 to 10,000. Its ratio of payroll 
costs to sales is lower than that of any 
comparable cigaretmaker. Liggett leaf, 
unlike that of American or Philip Mor- 
ris, is flailed or “thrashed” to remove 
the stems—a process cheaper than stem- 
pulling but not as conducive to uniform 
quality. Unlike American’s laboratory 
facilities, which are empleyed in part 
for qualtiy control of factory produc- 
tion, Liggett’s lab is not concerned with 
production but with leaf-buying and 
the possibility of shortening leaf aging 
synthetically. 

Once conservative and calm, Lig- 
gett’s advertising is now blatant. Its 
new filter-tip is plugged as “just what 
the doctor ordered.” But in the trend 
toward multiple brand promotion Few 
did take the lead, has attained bigger 
volume for his kings (Chesterfield, 
Fatima) than any rival except Ameri- 
can. 

Philip Morris presents the most con- 
troversial—and the most candid—man- 
agement. Alfred Emanuel Lyon is the 
virtuoso of the impelling handshake 
and compelling headline. In squelching 
his juniors’ suggestion to king Philip 
Morris two years ago, Lyon may have 
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erred. In lavishing millions on the Dun- 
hill king in 1952, Lyon did err: despite 
its excellent name (for the use of which 
PM pays a royalty to Alfred Dunhill), 
the brand got nowhere. Lyon’s latest 
move—to acquire Benson & Hedges and 
its Parliament filter-tip brand on a 
share-for-share basis—was interpreted 
as a sign of weakness by Wall Street, 
which sold off MO to 45 from its 51-52 
level. 

Nevertheless, Philip Morris. gained 
almost as much unit volume between 
1948 and 1952 as R. J. Reynolds, on a 
base figure only 30% as great as the 
Camel drivers’. It has a young junior 
echelon of management behind sales 
dean Lyon, administrator Oliver P. 
McComas, financial man Hanson, man- 
ufacturer Ames. In the free market of 
the June and September quarters, PM 
brought more of each sales dollar down 
to pretax profit—11.5c—than any of its 
rivals. 

Lorillard’s chairman, Bert Kent, 
boasts the Big Five’s greatest percen- 
tage growth over five years, though on 
a small beginning base. He too is re- 
vamping his management team, a proc- 
ess interrupted last spring by the sud- 
den retirement of adman Bob Ganger 
as president and the succession of Bill 
Halley, an Old Gold old timer. Under 
Ganger, Lorillard scooped the industry 
(and a barrelful of. profits) with the 
high-priced, highly-promotable Kent 
filter. To continue his growth surge, 
Kent last spring floated more common 
and $22.5 million in debentures. The 
latter brought his debt to the highest 
proportion in the industry—about 65% 
of leaf inventory. 

On the economic side, American 
Tobacco seems most assured of rising 
volume. It is the only manufacturer 
with three major brands, which are 
showing combined growth with the in- 
dustry’s lowest advertising expenditure 
per 1,000 cigarets (about 16.8c, in- 
cluding talent costs as well as time and 
space charges). By pricing its kings, 
Pall Mall and Herbert Tareyton, at 
only $8.03 per thousand net to manu- 
facturer, 9c above the standard brand 
price, American enables retailers to (1) 
charge an extra penny and keep most 
of it or (2) charge the standard price 
against the extra-penny cost of Old 
Gold kings, Chesterfield kings or Philip 
Morris kings. Either way, this results in 
a natural sales advantage for Ameri- 
can’s 85-millimeter tubes. Despite this 
sacrifice of profit to volume, American’s 
margin is above the industry average. 
And none of Paul Hahn’s products is 
vulnerable to price buying in the event 
consumer disposable income slumps. 

The same is true of Reynolds, whose 
Cavalier king carries the standard price 
tag. But virtually all its sales are con- 
centrated in the Camel. And like alli 
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how long will everything come at a bargain? 


standard-length brands, the Hump is 
slowing down. Despite the army of 
salesmen and an advertising layout 
higher than American’s (20c per thou- 
sand), Camel volume leveled off in 
1953. Although Ed Darr has poured 
plenty of 33-cent EPT dollars into his 
Cavalier campaign, his business is 
basically without diversification. Too, it 
is questionable how long Reynolds can 
continue to get its bank money or its 
labor at bargain rates. 

Liggett’s Ben Few started out in life 
to become a scholar (his uncle was 
president of Duke University). But 
Few, following a stretch in the Philip- 
pines and behind an advertising man- 
agers desk, has become a man of 
action. He was first to take the brand 
diversification plunge in a big way. 
Thus his Chesterfield king, and his 
Fatima king as well, are closer to profit- 
able volume than any other long ciga- 
rets outside American Tobacco’s. Few 
was not afraid to mechanize his manu- 
facturing to the bone or to sensational- 
ize his advertising to the sawbone (“just 
what the doctor ordered”), although 
both moves may yield immediate ad- 
vantage at the expense of long-term 
gain. The decline of Liggett’s Chester- 
field standard—the greatest, percentage- 
wise, among the major brands—has put 
considerable pressure on Few. Despite 
evidence that it has become more of a 
national brand, it is still a “big city” 
cigaret. 


LIGGETT’S FEW: 


So is the Kent filter-tip,.named for 
chairman Bert Kent who runs Lorillard. 
Neither this high-margined item nor 
the less celebrated. Embassy king is the 
vital fact behind Lorillard’s recent 
growth, Old Gold, smallest of the five 
standards, is the only 70 mm. brand 
outside of Camel to gain consistently in 
recent years. Perhaps Kent’s low-pres- 
sure advertising (“the only thing we 
cure is fine tobacco . . . we're tobacco 
men, not medicine men”) is responsi- 
ble. Five years ago Lorillard’s product 
mix was weighted down with a motley 
assortment of low-priced, low-profit 
cigars, smoking tobacco and_chaw, 
which accounted for more than a fifth 
of its revenue. The gain in cigaret vol- 
ume has reduced their contribution to 
around 10%, and overall margins have 
widened somewhat. Kent and his new 
president Bill Halley think their high- 
cost facilities in Jersey City have some- 
thing to do with Lorillard’s tight mar- 
gin—the industry's narrowest—and are 
laying.out a new manufacturing center 
at Greensboro, North Carolina. . 


LABOR RELATIONS 


By any statistical standard, tobacco 
wage-earners are not highly paid. Their 
weekly envelope holds $47.50 on the 
average, vs. $88.00 for automotive 
workers and. $90.00 for tire-builders. 
Among manufacturing employees in 
nondurable-goods industries (who av- 
erage $63.00 a week), only the stitch- 
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the workforce was thrashed from 15,000 to 10,000 
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ers of men’s and boys’ furnishings and 
work clothes get lower pay. 

Yet every single worker interviewed 
by Forses at American Tobacco, Lig- 
gett & Myers, Philip Morris and Loril- 
lard gave an emphatic “No” to the 
question, “Are you sorry you got into 
this industry?” Only in Winston-Salem, 
N. C., at the cigaret factories of R. J. 
Reynolds, were there any affirmative 
replies to this significant query. 

Beyond this general satisfaction with 
their lot, cigaret workers disclosed some 
differences in feelings toward their em- 
ployers. The summary of these differ- 


AMERICAN TOBACCO. 


R. J. REYNOLDS —> 
LIGGETT & MYERS> 


last year than the year before?” In gen- 
eral, two out of three workers at Ameri- 
can, Liggett and Philip Morris were 
articulate about corporate finance. Most 
of Reynolds’ and Lorillard’s people 
“didn’t know.” Oddly, five out of six 
Liggett and Philip Morris workers who 
thought they knew said their companies 
made more in fiscal 1952 than in 1951 
(neither company did). 

© “What do you think of company 
publications? Do you always read 
them?” This question drew a complete 
blank at Reynolds, Liggett and Loril- 
lard, which publish little or no em- 
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POSTWAR HUMPS in American Tobacco and Reynolds market slices indicated 
the intrinsic strength of their positions. Although Philip Morris fattened its share 
in 1950-51, there has been no notable shift in cigaret division since 1947. 


ences, question by question: 

® “Who is president of your com- 
pany?” On this seemingly basic item, 
there is almost complete ignorance at 
the plants of American, Liggett and 
Lorillard. Hardly a single worker could 
name the boss, much less. remember 
having seen him. At Philip Morris’ 
Richmond plant, every worker inter- 
viewed came up with a name—that of 
chairman Lyon, president McComas, or 
manufacturing VP Ames. About half of 
R. J. Reynolds’ people named president 
Darr or chairman Whitaker; the others, 
despite Reynolds’ dominance in a rela- 
tively small city, could not name the 
man on whom Winston-Salem’s pros- 
perity most depends. ; 
® “Did the company make more money 
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ployee material. Philip Morris employ- 
ees went out of their way to com- 
mend The Call, which they devour in 
full. Half the American Tobacco work- 
ers thought the company-published 
material “good,” while the other didn’t 
read it or considered it insufficient. 

© “Where do you get your information 
about the company’s progress?” Philip 
Morris showed up best on this count: 
three out of every eight employees read 
the annual report to stockholders as 
well as the employees’ organ. Half the 
American Tobacco people listed com- 
pany publications as their source of 
info, others mentioning “newspapers” 
and “the union.” Except for one Lig- 
gett worker who named his foreman, 
that company’s workers get their data 
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from local newspapers. The same is 
true of Lorillard workers, except for 
one disgruntled handyman who said he 
“didn’t want any information.” Reyn- 
olds employees by and large could 
name no source of company news. 
© “Would you like your children to 
work for the company?” Workers at 
American, Liggett and Philip Morris 
answered this with a resounding “yes.” 
Lorillard’s people answered generally 
in the affirmative, but with less enthusi- 
asm: many answered “Why not?” 
“Maybe” or “Could do worse.” The 
Reynolds workers who said “yes”’— 
about half—had children working in the 
factories already; the rest answered 
“No” or “No!” 
e “Do most of the employees you 
know like their jobs?” The answer here 
was unanimously affirmative, again ex- 
cept for Reynolds. One Reynolds 
stamper answered: “No, but they like 
to eat.” Two out of five gave a simple 
negative, the rest a hedged affirmative 
(“guess so”). 
© “What do you think of plant work- 
ing conditions?” American Tobacco 
people were split on this: half said 
“very good,” half said “good.” Other 
companies fared less well. A third of 
Liggett’s interviewees said “fair”; half 
Lorillard’s said “fair” or “all right”; a 
third of Philip Morris’ said “as good as 
can be expected”—a few thought the 
pace was “too fast”; about 60% of 
Reynolds workers replied “all right,” 
with the others claiming factories were 
“too hot” or “could be a lot better.” 
© “Do you think you need a union?” 
This question was. answered with a 
unanimous “yes” at plants of American, 
Liggett, Philip Morris and Lorillard, all 
fully unionized. Workers clearly at- 
tributed improved plant conditions and 
pay raises to union activity. At Reyn- 
olds, whose CIO-FTA local was beat- 
en in a 1947 strike and later voted 
out, there were two schools of thought. 
Half thought the union more trouble 
than its was worth, the rest that a 
union would get them more money. 
© “Do you think the method of laying 
off is a fair one?” Generally speaking, 
cigaret workers thought their com- 
panies fair enough in this regard. One 
American examiner would “rather work 
shorter hours than take another per- 
son’s job.” 
e “Are you sorry you got into this in- 
dustry?” Except for Reynolds workers, 
virtually no respondents regretted en- 
tering the cigaret industry. In Winston- 
Salem, the consensus reply was “Yes. 
I wish I was in anything else.” 
© “Do you expect to stick with this job 
or will you look around?” Except for 
those who “had no time to look” or 
“wanted a desk job,” workers at Ameri- 
can, Liggett, and Philip Morris seemed 
content to stay until retirement. Half 





Lorillard’s workers “would change” if 
they could or “are looking around.” All 
Reynolds respondents “would change.” 
Said one: “Show me another job and 
I’m gone.” Half of Lorillard’s Louisville 
people would prefer to work for an- 
other company in town if they could 
change. 

e “Are your wages higher than other 
company employees get in town? 
Lower? Or about the same?” The an- 
swers to this question probably reflect 
job satisfaction as much as actual sta- 
tistical knowledge. In any case, virtu- 
ally all employees of American, Liggett 
and Philip Morris believe their pay is 
“about the same” or “higher than” that 
given in other companies. About half 
the Lorillard people interviewed 
thought their pay was lower, and vir- 
tually all Reynolds workers thought 
their pay was “lower than most.” 


PUBLIC AND 
COMMUNITY RELATIONS 


“I NEVER pip believe they did any 
harm, and now, we've got the proof.” 
When Arthur Godfrey used those 
words to kick off Chesterfield’s current 
no-bodily-damage campaign, he also 
kicked up quite a public relations 
storm. “This doctor and specialist,” as 
CBS’ ingratiating redhead put it, “have 
been conducting experiments . . . and 
can’t find any adverse effects in the 
nose, the sinus, the ears or throat, or 
wherever else you smoke ‘em.” 

Last February the Better Business 
Bureau hopped all over Liggett & My- 
ers, condemned the Chesterfield adver- 
tising theme as “misleading.” Also en- 
raged was the Federal Trade Commis- 
sion, which at various times has ordered 
American Tobacco, Reynolds, Philip 
Morris and Lorillard to cease and de- 
sist “health” advertising. The latter 
includes pitches about less nicotine, no 
throat irritation or smoother nasal 
passage of cigaret smoke. FTC Com- 
missioner Stephen Spingarn tried to get 
an injunction against Liggett’s adver- 
tising under the statute relating to 
drugs. A U. S. District Judge ruled 
Chesterfield is no drug, was upheld by 
the Court of Appeals last May. 

Two years ago Liggett advertising 
(“They satisfy”) was probably the in- 
dustry’s least offensive from a public- 
relations viewpoint. Today the Chester- 
field pluggers have been replaced in 
that category by American Tobacco, 
whose Lucky Strike is promoted as 
“made better to taste better.” 

Philip Morris, which has been the 
most aggressive cigaretmaker in terms 
of public relations, is reported to have 
its own solution to this dilemma. Idea: 
to advertise that standard brands don’t 
differ materially (as has been repeated- 
ly charged by FTC), so why not buy 
the brand that’s packaged most con- 


veniently? PM is known to be inter- 
ested in a package tab which tears the 
government stamp and foil wrapping 
as well as the outside cellophane. 
Meanwhile, Philip Morris sales talk is 
literally fearsome: “The cigarette that 
takes the FEAR out of smoking.” 

It is questionable whether this ter- 
rorizing tactic—which also underlies the 
sale of filter-tips—has more to do with 
the drop in tax-paid withdrawals than 
(1) increased prices or (2) increased 
cigaret length, i.e., more puffs per pack. 
But it is being used, apparently as a 
desperation weapon, by the outfits 
which have most to be desperate about 
—Philip Morris and Liggett & Myers. 
To its great credit American Tobacco 
has renounced health claims. In recent 
years, Big Tobacco has been the only 
cigaretmaker to phrase its ad pitches 
with an eye on the long view. Lorillard 
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edition of “The Story of Lucky Strike,” 
a move outweighed by Paul Hahn's de- 
cision to break the industry’s long 
silence on the health question. 


STOCKHOLDER RELATIONS 


CIGARET BLENDS don’t change much 
from year to year. Neither do the 
cigaret makers’ stockholder relations. 

In annual report content, Philip Mor- 
ris leads the packs, with Lorillard, 
American, Liggett and Reynolds fol- 
lowing in that order. Liggett’s. report 
has been beautified with pages of four- 
color pictures, which contribute more 
to public relations than to stockholder 
enlightenment. 

All five companies turn out a full 
line of ‘stockholder amenities—enclo- 
sures with dividend checks, summaries 
of annual meetings, cordial welcomes 
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advertises Old Gold sans health claims 
while it distills black tar from standard 
cigarets to show how healthy Kent is. 

On the local level, the Big Five are 
coming out of hiding in varying de- 
grees. Liggett is now foremost in the 
promotion of plant tours as judged by 
the number of visitors, although Reyn- 
olds has long played host to north- 
south traffic. Along with American To- 
bacco, they buy most of the cigaret leaf 
on the auction markets, also do most to 
cultivate the tobacco cultivators. They 
publish research findings, work with 
Department of Agriculture stations, 
and generally assist the farmer in the 
course of their annual crop-scouting. 
American Tobacco is No. 1 in this 
respect by a wide margin. 

On the manufacturing side, cigaret 
companies maintain a rigid, defensive 
routine designed to keep their products 
unchanged. This has reflected in their 
rather quiet community relations poli- 
cies. But with Reynolds and lately Lig- 
gett making promotional hay from big 
factory signs and plant tours, this is due 
for a change. 

On other fronts, American Tobacco 
is distributing 200,000 copies of a new 
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to new owners, and so forth. There is 
not enough difference among the five 
to warrant elaboration. 

In what is usually called “financial 
public relations,” ‘some changes are go- 
ing on. American Tobacco is taking its 
place on the stage: its treasurer, Harry 
Hilyard, addressed the Boston Security 
Analysts at some length last April. 
Hilyard laid his problem as well as 
his triple-branded diversification right 
on the line. In contrast, the now-retired 
Robert Ganger, in Lorillard’s last such 
contact with the analysts, delivered an 
adman’s peroration rather than a fiscal 
analysis. Last year Philip Morris 
dropped its stockholder relations coun- 
sel. Nevertheles, Philip Morris still re- 
veals more about its operations in dol- 
lars-and-cents terms than any of the 
others. 

Reynolds is chariest with fiscal in- 
formation. It has the country boy’s dis- 
trust of the city slicker. Its quarterly 
releases, for instance, omit reference to 
dollar sales volume. Last October Lig- 
gett, which had reported quarterly 
gross, also omitted the sales figures— 
a distinct retrogression from the stock- 
holder’s point of view. 
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MACHINERY 


MANUFACTURING firms number only 8% 
of the 4,005,000 firms in the U.S., but 
they collect almost half of all corporate 
income. 

Thus no group is more sensitive to 
economic swings (see chart, p. 50) than 
those who manufacture for the manu- 
facturers—the makers of machinery. 

For 1954, the prognosis is not ex- 
travagantly good. Even in 1952, nine 
of the 18 largest machinery companies 
showed slipping revenue. After the 
first three quarters of 1953, four more 
were down. Said the Chase National 
Bank survey in November: “Machinery 
production is declining gradually. Busi- 
ness investment in new plants and 
equipment hit a new high in the third 
quarter. But surveys . . . point to some 
easing.” 

As 1953 ended, the machinery mak- 
ers were well aware of this. The pro- 


duction spree and competitive holiday 
that followed Korea were over. They 
hoped (1) that renegotiation of Gov- 
ernment contracts be halted as planried, 
on December 31 of last year (it was 
not) and (2) that the Vance Plan, call- 
ing for stockpiling of machine tools 
and production lines instead of mili- 
tary end-products, would give demand 
the spur it apparently needs (it may). 

Like the variety of industries they 
serve, the big machine makers are 
hardly more comparable than apples 
and oranges. Continental Motors, which 
turns out internal combustion engines, 
shows an extremely cyclical pattern: in 
1942, it made 18.5% on sales; in 1946, 
it lost 33%; and in 1952, it made 8%. 
Worthington, by way of contrast, adds 
pumps, drills, air-conditioners and 
compressors to its engine output; its di- 
versified line smooths into a stable busi- 





Management 


Ingersoll-Rand ($145.8)° ......... 95 
Babcock & Wilcox (131.8) ........ 85 
National Supply (130.1) ......... 90 
Continental Motors (121.0)} ...... 80 


United Shee Machinery (109.1){... 85 
Combustion Engineering (105.8)... 85 


Worthington (98.7) .............. 85 
Fairbanks, Morse (91.4) ......... 90 
Otis Elevator (82.8) ............. 80 
Dresser Industries (79.6)+ ........ 90 
American Machine & Foundry (78.9) 85 
Linke (Hired. o'sd0s keke sss 95 
Cincinnati Milling (76.7) ......... 85 
Clark Equipment (68.0) .......... 90 
Yale & Towne (65.5) ............ 85 
Joy GET iia cig co ov oe eae ... 90 
Rockwell (57.9) ............5.45: 85 
Ex-Cell-O (55.9)°* 2.0 c 6:5... 000., 90 


° In parentheses: Assets (in millions) as of December 31, 1952. + October 31, 1952. 
t September 30, 1952. { February 28, 1953. *® November 30, 1952. 


Publie & 

Labor Community Stockholder 
Relations Relations Relations 
70 75 60 
- 75 85 
85 90 90 
90 75 85 
75 65 80 
85 80 85 
80 85 90 
85 85 85 

80 80 8 

90 90 90 
80 85 80 
90 85 85 
80 85 - 
90 90 85 
85 90 90 
90 80 85 
85 85 90 
85 80 80 








January 1, 1954 





ness which makes about 10% on sales 
each year, with an average deviation of 
only 1.25%. Nevertheless, all deal with 


a common problem: the business 
“cycle.” 
MANAGEMENT 


CoasTING atop the cycle in recent years 
have been the suppliers of oil drilling 
equipment, led by Dresser and Na- 
tional Supply. The two have shown 
similar margins (about 9%) since the 
readjustment year of 1946. 

Asked to put his finger on National 
Supply’s No. 1 problem, president Alex 
Walker thumbed “maintenance of ade- 
quate profit margin in a time of rising 
costs and very high taxes.” Although 
1952 steel strike wage boosts added to 
production costs, tightening competi- 
tion in 1953 prevented passing them 
along in selling prices. Before taxes, 
Walker’s 9,660-man outfit brought 
down 9.9c of each revenue dollar to 
profit in last year’s first nine months— 
an improvement over 1952’s 9.2c. And 
a $20 million sales increase helped off- 
set EPT’s bigger bite. Walker is count- 
ing on his sales growth (115% from 
1946 to 1952) to continue, plans a $3.7 
million drill rig plant at Gainesville, 
Texas. 

Dresser’s three quarters ended July 
31, showed no sales increase and a con- 
traction of margins from the ten-year 
average of 9%-plus to 6.8%. President 
Henry Mallon, however, professes no 
worry. Last summer’s increase in mid- 
continent crude prices, says he, “should 
be reflected” in Dresser’s business. And 
his order backlog is not dropping pre- 
cipitously: from $66 million in October 
1951, it went to $58 million a year later 
and $50 million last July. Mallon, a 
Yaleman who was tapped by Skull and 
Bones, attributes the dip to price con- 
trols. After these were lifted last spring, 
Mallon had no bone to pick about his 









third quarter, which yielded the best 
net of the last half-dozen, doubling 
second-quarter carrythrough. Mallon is 
optimistic not only because he serves 
the oil industry, but because he makes 
compressors and drilling items for the 
spreading gas industry as well. 

Tied to a non-expanding industry, 
but doing rather well nevertheless, is 
Joy, maker of coal-mining equipment. 
For a 700%, 10-year increase in sales 
president J. D. A. Morrow can thank 
bushybrowed John L. Lewis, whose 
frown has sent mine operators scurry- 
ing toward mechanization. For Joy's 
333% increase in book value, Joy stock- 
holders can thank Morrow's careful 
payout policy. Only twice in eleven 
years has the dividend taken more than 
60% of earnings (average: 43%). Mor- 
row’s dividend rate changes quickly to 
match cyclical sales gyrations. 

The same shoe does not fit United 
Shoe Machinery, whose sales figures 
have failed even to keep pace with in- 
flation over the last dozen years. A 
publicity-shy outfit whose corporate 
personality fits New England, USMC 
has seen its profit margin pinched to 
16% from the prewar 30%. Meanwhile, 
pretax profit in dollars has declined by 
about a quarter, putting. president 
George Brown’s net (and dividends) 
on a consistent downgrade. Anti-trust 
litigation (United, based in Beverly, 
Mass., dominates shoe machinery) has 
added to Brown’s woes. A Boston judge 
ordered United to sell as well as lease 
its machines and to get out of the nail, 
tack, grommet and eyelet business. 

Another one-industry machiner which 
seems to be reversing direction is Otis 
Elevator (Forses, Sept. 1, 1953, p. 
15). Tied as it is to the volume of new 
construction, president Leroy Petersen’s 
gross has its ups and downs ($88 mil- 


NATIONAL SUPPLY’S WALKER: 


lion in 1945, $46 million in 1946, $101 
million in 1952). But his overall sales 
growth—66% in ten years—represents 
hardly more than the dollar’s inflation. 
And in elevator unit sales, his postwar 
half of the business has dwindled to a 
third as Westinghouse and a flock of 
independent assemblers have swarmed 
into the shafts. Like United, Otis gives 
the impression of a Gulliver set upon 
by Lilliputians. Unlike United, it has 
not held enough of its business to run 
into monopoly charges. 

In bucking the vicious economic 
circle, diversification may be a better 
bet than dominance of a specialty. 
American Machine & Foundry has been 
forced into a variegated product mix 
by the gradual saturation of the market 
for its famous cigarmaking and cigaret- 
making machines. President Morehead 
“Pat” Patterson has a personal reason 
for pushing the growth of AMF: it was 
his dad, Rufus Patterson, who revolu- 
tionized the tobacco industry with the 
“bag jack” (which weighed, packed, 
labeled and stamped smoking tobacco), 
the cheroot roller, cigar bunch wrap- 
per, leaf stemmer and cigaret maker. 
Patterson the younger is putting greater 
publicity stress on his automatic pin- 
spotter (there are 75,000 bowling beds 
in -the U.S., and each pinspotter ac- 
counts for several hundred to a thou- 
sand dollars in yearly revenue). At 
present, however, kiddie bikes contrib- 
ute more to his gross, which also leans 
on electronic defense items, pretzel 
benders, vises and electric motors. 
Since 1941, when he acceded to the 
presidency, Pat Patterson has seen rev- 
enue increase almost 1000%, although 
pretax profit in dollars has only tripled, 
while book value and the dividend rate 
have not changed. 


Worthington Corporation, the old 


pumpmaker whose growth mantle was 
not put on until 1951, is not expanding 
in so many directions. But its big line 
of expansion—air-conditioning—is a good 
one. Last year president Hobart Ram- 
sey borrowed $25 million to help build 
a Tennessee River plant at Decatur, 
Alabama, designed to turn out pack- 
aged air-cooling units. (N.B.: The new 
plant is air-conditioned.) Unlike AMF, 
Worthington has not experienced a. 
steady shrinkage in margins, which 
keep close to the 10% average of the 
last dozen years. But its net income has 
doubled and the dividend has been 
multiplied by four since 1943. 

A good growth case—based on the 
rising cost of labor—can be made for the 
materials-handling equipment makers: 
Link-Belt’s conveyor systems, Clark’s 
and Yale & Towne’s fork-lift trucks. 
Clark’s axles, gears and transmissions 
take it halfway into the automotive in- 
dustry, and Yale’s line of locks and 
hardware is rooted deep in the New 
England past. All have doubled sales 
in ten years, not an outstanding surge 
in view of dollar inflation. All, how- 
ever, seem to be counting on further 
unit growth. Yale is setting up plants 
in Tennessee, last year launched a 
road show in two big trailers to drama- 
tize materials handling across the coun- 
try. President Gilbert Chapman, who 
graduated from Yale (gown) to Yale 
(& Towne) as an engineer found time 
to write a plea for liberal arts educa- 
tion, published in the thinkweekly 
Saturday Review. Chicago-based Link- 
Belt finished plants in Pennsylvania 
and Ontario; with sales not far ahead 
of 1952 and margins tighter, president 
R. C. Becherer told Forses he was 
pressed “to develop sales promotion, 
reflecting the shift from a seller’s to a 
buyer's market” and “to stimulate ef- 


SEMINOLE, OKLAHOMA DURING 1927 OIL BOOM: 
an increase in the price of crude could do a lot for business 
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MACHINERY MARGINS, WAR AND PEACE 
(Profits before taxes as a ‘percentage of sales) 


1942 = 1943 1944 1945 


OIL RIG SUPPLIERS 
National Supply 12. 12 10 8- 
Dresser 4... +: 1 11 11 10 


COAL MINE MACHINERY 


Joye ee 20 18.19 14 
SHOEMAKING MACHINES 
U.S. Shoe 
Machinery .. 27 26 25 23 
LIFTS 


Otis Elevator.. 13 18 14 14 


DIVERS MACHINES 
American Machine 

& Foundry... 24 19 18 15 
Worthington .. 12 11 10 9 


MATERIALS-HANDLING 
Link-Belt ..... Ss 6 619. 33. 6 
Yale& Towne.. 12 18 18 #418 
2 S aaa 14 20 14 ti 


STANDARD LINES 
Ingersoll-Rand... 25. 27 28 25 
Fairbanks;Morse 19 12 13 17 
Continental 
Motors... ..«. 19. 10 9 .10 


BOILERMAKERS 
Babcock ‘& “Wilcox”. 3. .....0. 0005 
Cumbustion Engrg. 


MACHINE TOOLS 


Cincinnati 

Milling .... 30 22 19 18 
Ex-Cell-O .... 23 14 15 14 
Rockwell ..... - 5 7 5 
* First nine months. d—deficit. 


2° 2 WwW Sb: hfhCUM 


26 30 28 27 36 386 


1946 1947 1948 1949 1950 1951 1952 1953* 


4 10 18 8 10 18 9 10 
2 9° 12 7 10 10 9 7 


16-18 18 12 1. 1 1.18 


li B@: 2h ..20. ..20..,-17,:.,.47.....16 


8 10 6 4 *' 2 8 8 
9-12 9 10 18 18 9 - 


12; 18..:18..14 3. 16. 1.1 


*.. takes ae ee CR te 


9 9 10 6 9 10 -.10 7 


3-11. 18 18 18 21 18 9 


6 8 12 18 12° 14 °26 


21 
18° 15" 14 16 2) (19°12) 12 





forts for cost reduction.” Clark’s volume 


for the July half was off, as_govern- 


ment purchases dropped. President 
George Spatta is still expans:on-minded; 
last May he got Ross Carrier (earth- 
moving equipment, $14 million sales a 
year) in a stock transaction. Last 
month he announced a new line of 
Michigan Tractor shovels for bulk han- 
dling of earth, sand, ores, sugar. Bios 
he is still bullish on fork-lifts, 
“one-truck” customers as well as flect 
purchasers are starting to buy. 

Biggest of the. machinery makers 
($145.8 million in assets) is Ingersoll- 
Rand. If any tooler can be said to dis- 
pense a “standard line” of machinery, 
I-R is probably it: compressors, en- 
gines, drills, pumps, condensers, and a 
variety of tools for mining, construc- 
tion, shipbuilding. Its closest competi- 
tors, Fairbanks, Morse and Continental 
Motors run more to gas and diesel 
power plants, although able Bob Morse 
weighs in with scales, pumps, and com- 
pressors as well: 


The dollar sales picture of all three - 


show the same cyclical pattern: a trap- 
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door drop in 1946, then a two-year 
sales spurt, then a two-step setback in 
1949 and 1950, followed by the Korea 
surge. But in the profit margin column 
the similarity ends (see table), Inger- 
soll has consistently improved its carry- 
down over the years, Fairbanks is com- 
ing up from its 1949 dip, and Con- 
tinental: has lost 55% of its spread. 
Continental dominates the rather re- 
markable but little-known town of 
Muskegon, Michigan. Like Link-Belt’s 
“Becherer, Continental’s president -C. J. 
Reese names “improving employee and 
operation efficiency” his No. 1 problem. 

The big boilermakers are Babcock & 
Wilcox and Combustion Engineering. 
Both corporations are: nosing into 
atomic energy. Last February B&W 
started its fifth new boiler plant in a 


~ year, while Combustion is finishing off 
‘a. three-year $15 million plant. expan- - 


sion program. The latter opened up a 
considerable gap over Babcock in the 
vital matter of profit margins; _ it 
brought down 16.5% to B&W’s 9.4% for 
early periods of last year. However, 
Babcock’s sales are running about 
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double those of Combustion. B&W 
president A. Iddles blames subcon- 
tracting cost increases and the use of 
premium steel during the Korea control 
span for his shrunken margin. 

The remaining “manufacturers’ manu- 
facturers” are machine tool makers in 
varying degrees. Biggest is Cincinnati 
Milling Machine; its president, Fred 
Geier, and vice-president, Swan Berg- 
strom, are the spokesmen for, the ma- 
chine tool industry. Between V-J Day 
and Korea, when the industry as a 
whole slipped 10% in five years, Cin- 
cinnati sales gained 13%. During the 
Korea tool-up, Geier’s sales almost 
doubled in two consecutive fiscal pe- 
riods ($38 million to $67 million in 
51, thence to $129 million in ’52). 
Geier, who boasts that “for 19 years 
no department has averaged less than 
40 hours work weekly,” is still thinking 
up ways to keep his 5,000. Cincinnat- 
ians busy. Laboratories and plant addi- 
tions in Ohio, Britain and the Nether- 
lands were all in process last year. 

Smaller Ex-Cell-O, based in Detroit, 
varies its machine tool output with air- 
craft parts and the Pur-Pak milk pack- 
aging machine, a rent-producer. Like 
other toolers, the company saw margins 
and sales contract during War II. Dur- 
ing the 1947-51 span its margins re- 
mained wider than big Cincinnati's; 
and although Ex-Cell-O’s sales were 
smaller in every one of those years, its 
net income was greater. In 1952, the 
great year of defense tooling, Cinci’s 
doubling of sales ended the strange re- 
versal. But Ex-Cell-O’s H. G. Bixby 
continues to excel in maintaining his 
profit spread at or near the 20c-per- 
sales-dollar level. Except for the in- 
credible margins posted by Ingersoll- 
Rand, Ex-Cell-O’s record stands alone 
in the industry. Big problem in Detroit: 
“getting skilled help.” 

Matching Ex-Cell-O in sales, but not 
in margins or earnings stability, is 
Rockwell Manufacturing. Although 
Rockwell turns out machine tools, it 
has distinguished itself by the ability 
to diversify in several directions: me- 
ters, valves, saws, armor plate, and 
layman’s. machine tools, the Delta 
Homecraft line. With the Korea tool 
spree tailing off, W. F. Rockwell’s big 
problem is to “maintain enthusiasm 
among our personnel for our 18-month 
program of reducing and balancing in- 
ventories in preparation for possible 
shrinking in business.” On the down- 
side of the roller coaster in 1953, Rock- 
well still posted a respectable profit 
margin, 12.6% on sales. 


LABOR RELATIONS 

As 1n the steel industry, machinery 
moguls think of “labor” whenever the 
word “problem” crops up. Their prod- 
ucts require skilled, precision work- 














manship, which comes high (an aver- 
age of 30c in each machinery revenue 
dollar represents wages). Bill Rockwell 
puts “maintaining enthusiasm among 
personnel” at the top of his problem 
list; last year his personnel at Leetonia, 
Ohio, showed so little enthusiasm after 
a 10-week strike that operations in that 
town were stopped permanently. Rea- 
son for the drastic action was not a 
wage disagreement, but retention of 
management prerogative. 

To get a lathe-level-view of labor 
relations, Forses went right to the 
benchmen in 15 cities. Dresser em- 
ployees at Beaumont, Texas, showed no 
misgivings about their employment. All 
intend to stick to their jobs, all would 
approve their children working for 
Dresser—even though a third consider 
their wages lower than those, for in- 
stance, in nearby refineries (they are). 

In the less favorable climate of Am- 
bridge, Pa., National Supply workers 
split 50-50 on the matter of their chil- 
dren following in their job footsteps. 
Many were looking around or were 
sorry they got into machinery work, 
although none considered their wages 
subpar. All had a good word to say 
about Thread Chips, the house organ, 
and knew their executives as well as 
did the Dresser people. 

Workers at Joy’s Michigan City, In- 
diana plant registered only one com- 
plaint—company publications seem in- 
adequate. Otherwise, they are all for 
Joy. They feel working conditions are 
above average, would plough their own 
savings, if they had any, into Joy com- 
mon. None interviewed by ForsEs 
plans to move to any other company. 

The story is different at United Shoe 


1950 
THE HUMP in machine tool seemed over at mid-year, 
(heavy line), almost three years after the Korea spate of 
equipment erders (light line). But orders for new foundry 


Machinery’s Binghamton, New York, 
plant. Only one out of five mechanics 
can name president Brown. Since 
United has no regular house organ but 
only a magazine for 25-year veterans, 
employees are neither enthusiastic 
about their company’s fiscal prospects 
nor are they well-informed. Workers in 
Forses sample talked at greatest 
length about the gains their union has 
brought off since 1950. Typical reply 
was given by a die maker to the query: 
“Are you sorry you got into this indus- 
try?” Answer: “Sometimes I am, but 
it’s steady.” 

Otis workers in Yonkers, New York, 
know their president, like the Otis Di- 
gest, but are lukewarm about (1) 
working conditions and (2) having 
their children work for the company. 
Like Joy people, the Otismen waxed 
most voluble about union gains: “dis- 
couraged favoritism and exploitation,” 
said a toolmaker; “protect the work- 
ingman from unfair advantages,” said 
a stock clerk. Most thought their wages 
“higher than average.” 

Men who work for Combustion En- 
gineering in Chattanooga, Tennessee, 
aren't very particular. Plant working 
conditions? “Well, they’re a mite dusty. 
But they'll pass.” Need a union? “I 
guess we do.” “I don’t know.” “It’s done 
a lot of good. How? I don’t know.” “I 
don’t know what it’s done, but it’s 
pretty good.” Ever seen the president? 
“Lord, no, man. He don’t ever come 
down in here. He'd get black as a 
hawg.” Like your children to work for 
Combustion? “Guess it would be all 
right”; “Don’t think I would” (50-50). 
Most respondents thought their wages 
were “about the same as everybody 


else's . . . “or” maybe-a-mite higher,” 

At Worthington’s Buffalo installation, 
most interviewees could not name Ho. 
bart Ramsey. All were still heated up 
over last year’s strike “for a decent 
raise.” Odd fact: 60% thought the union 
had caused more trouble than it was 
worth, i.¢., had lost them too many pay 
envelopes for the gain finally registered, 
Workers are divided on the matter of 
their offspring getting into Worthing. 
ton, think working conditions “pretty 
fair,” but know little of the organiza- 
tion’s financial position. Asked about in- 
formation sources, most said something 
like: “I hear the big shots talking onée 
in a while.” 

At American Machine & Foundry’ 
plant in the same city, employees were 
equally ignorant of their boss’ name, 
About one out of three came up with 
“Peters,” “Petersen” or “Patterson.” All 
were very well satisfied with their 
union—possibly because there have 
been no strikes since 1946. Company 
publications? “Never seen any.” Work- 
ing conditions? “You can’t help a little 
dirt in.a foundry.” More than in most 
plants, ForBEs questioners unearthed 
wistful desires among the machinists 
to “go into business for myself.” 

At Link-Belt in Chicago, workers 
think well of both company and union. 
They are grateful to the union for fore- 
ing wage raises, would like to see more 
of the same. They are grateful to Link- 
Belt for putting in fans. A clipper 
doubts whether his kids should follow 
his vocational trail, and a crane opera- 
tor is “unsure” whether the union is a 
good idea, but these are exceptions. 
Typical attitude toward Link-Belt: 
“Good people--treat you right.” 
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trial production. 
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a 1953 


equipment were perking up, and machine. tools are stil 
at a relatively higher level than the general index to indus 
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SHOE MACHINERY’S BROWN: 
most machinery outfits .. . 


In Buchanan, Michigan, Clark 
Equipment is considered more of an 
institution and not just another plant. 
The whole town knows about the credit 
union, the profit-sharing plan, retire- 
ment and insurance benefits. 

A good number of employees ac- 
tually hold common stock. There have 
been no major strikes since before War 
II, and that one is generally attributed 
to “bad union leadership.” Most work- 
ers talk about union (now “moderately 
led”) in the detached, objective terms 
usually used by management. 

Clark’s great rival, Yale & Towne, 
has a more difficult assignment in Phila- 
delphia. Said one Y & T shipper: “We 
have a strike just about every time we 
get a new contract.” In spite of this, 
well over half the workers interviewed 
went out of their way to commend 
working conditions: “best I’ve seen,” 
‘they have someone sweeping up all 
day long,” “I really don’t see how they 
could be much better.” About 50%—a 
high proportion—say they read the 
stockholders’ annual report. The Yale 
News is well received except that 
‘there’s too much office news and not 
enough news about men around the 
plant.” It is obvious that Y & T is 
making great efforts to run a model] 

ow. 

Ingersoll-Rand’s employees at Phil- 
lipsburg, New Jersey, have nothing 
good to say about their company. They 
have little to say in favor of their union, 
either, although they grudgingly admit 
its “done some good.” Sample com- 
ments: 

Who is the president of your com- 
pany? “I wouldn’t know him from 
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Adam.” “I think they call him ‘Red’ 
something or other.” “He’d never come 
around this dump.” 

Where do you get your information 
about the company’s progress? “The 
union guys are always passing around 
propaganda.” “You see stuff in the pa- 
pers now and then.” 

Would you want your children to 
work for the company? “If they could 
go to college and be an engineer.” 
“Td kick their —— if they tried.” “No. 
This is a very old company.” “Not un- 
less they could get a soft office job.” 
“H— no.” Half the Phillipsburg folk 
said they were sorry they got into the 
machinery industry. 

Almost every Fairbanks, Morse 
worker Forses talked to in Beloit, 
Wisconsin, thought his pay was “higher 
than average.” All know Colonel R. H. 
Morse. About 80% read and like com- 
pany bulletins, and only a third would 
not like their children to work for 
F, M. They are laconic about plant 
working conditions, however: some re- 
plied “not good” and some “not bad.’ 

In Muskegon, Michigan, every Con- 
tinental Motors man named Jack Reese 
as the boss. Replies ran to a pattern: 
about one worker in three mentioned 
Continental’s house organ, The Red 
Seal, by name; four out of five called 
working conditions “excellent”; five out 
of five were all for a strong union, 
to which they credit good pay and 
working conditions. All, however, are 
willing to see their children employed 
by Continental. 

In Cincinnati, workers at Cincinnati 
Milling Machine specialize in one-word 
answers. Do you think you need a 
union? “No.” What do you think of 
plant working conditions? “OK.” How 
do your wages stack up against others 
in town? “Higher.” Would you want 
your children to work for the company? 
“Yes” (50%); “No” (50%). Fred Geier’s 
workers are more talkative abcut the 
other industries they'd like to be in. 
One “would like to be on a railroad.” 
Another hears that * working in a brew- 
ery isn’t so bad.” Of those not dream- 
ing of greener pastures, half are just 
plain satisfied at Cincinnati and _ half 
are making too much money to think 
about changing. 

Ex-Cell-O’s workers, like others in 
Detroit, are very discriminating in their 
opinions. They'd like their children to 
work for H. Glenn Bixby only “in a 
skilled professional capacity.” One 
lathe operator has studied the wage 
situation, would rather work “for any 
automobile company.” Reason: higher 
wages. Union advantages (improved 
working conditions, higher pay, more 
raises, job security) are ticked off by 
rote. Company magazine runs second 


_to local newspapers as an information 


source, but workers all think highly of 
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OSTRICH: 
. . . don’t take the spotlight kindly 


Ex-Cell-O fiscal prospects, like their 
jobs, plan to keep them. 

The greatest uniformity of response 
came from Rockwell workers in Pitts- 
burgh. Virtually none knew the presi- 
dent’s name (Rockwell). All read com- 
pany publications in a casual way, 
knew nothing about the firm’s finances. 
Though willing for their children to 
become Rockwellians and well-satisfied 
with plant conditions, they attribute all 
they have gained to the A. F.-of L. 
None is sorry to be in the machinery 
industry, and none is :axious to change. 


PUBLIC AND 

COMMUNITY RELATIONS 
Berore Hitler invented total: war, ma- 
chinery makers paid no more attention 
to public relations than your plumber 
does. But War II, and _ particularly 
Korea, which caught the U. S. with its 
mechanical underpinning down, gen- 
erated spates of emergency talk about 
“tooling up.” Most machinery outfits 
do not take kindly to the spotlight: 
it is difficult to say which has infuri- 
ated United Shoe Machinery more, the 
Supreme Court’s amputation of part of 
its business or the public’s quickened 
interest in its operations. So far, USMC 
has reacted like an ostrich. 

The rule has its exceptions. National 
Supply and Dresser, oil equipment 
makers both, have adopted the petro- 
leum industry’s outgoing outlook. NS 
staged a big-company display at last 
May’s International Petroleum Exposi- 
tion, sponsors such community doings 
as baseball, bowling, fund participa- 
tion. Dresser’s Mallon, one of Dallas’ 
most eligible bachelors, is also one of 





its most prominent civic figures. When 
Senator Kefauver once called off a talk, 
Mallon got on the phone,-gave him a 
Texas-type sales talk, sent his own 
plane to get him. 

After 100 years in the elevator busi- 
ness, Otis got worried lest too few peo- 
ple knew it, gave its centennial the 
build-up treatment. It has never, how- 
ever, developed a public relations 
touch, and its sudden rash of adver- 
tising shows it. It is basically an old- 
line, retiring outfit which operates from 
dusty, antiquarian offices on Manhat- 
tan’s West Side. 

American Machine & Foundry, once 
an Otis-like fuddy duddy, now floods 
the mails with press releases, helps 
sponsor TV’s fine, cultural “Omnibus.” 
Object is to sell corporate name along 
with long list of products. Admittedly, 
this is no easy job: residents in AMF 
plant towns hardly recognize the name. 

Worthington, in “rearranging” cooler 
facilities from Holyoke, Mass. to Ala- 
bama, tried to make the switch with 
more finesse than the migrating New 
England textile mills. In Buffalo, 
Worthington participates in that city’s 
advanced Business-Education program. 
Elsewhere, Hobart Ramsey is trying to 
inform the public that Worthington is 
no longer a mere pump-maker. 

Yale & Towne, like any old New 
England resident, is citizenship-consci- 
ous. Since War II it has found out how 
to look like a good citizen as well as 
be one, pays scrupulous attention to 
details in Stamford (Conn.) and five 
other cities from the appearance of 
payroll checks down to the last cel- 
luloid open house badge. Link-Belt 
does most of its work in large cities 
(Indianapolis, Chicago, Philadelphia) 
which, says president Becherer, “have 
presented no pressing community rela- 
tions problems.” It runs open houses in 


small plant towns, seizes every chance 
(including annual report and institu- 
tional advertisements) to identify its 
products. Best situated for good CR is 
Clark Equipment, in and around Buch- 
anan, Michigan. George Spatta’s out- 
fit is far enough from Detroit to be 
free of “floaters,” has been established 
long enough in small Michigan towns 
like Battle Creek and Benton Harbor 
to become a real part of the community. 

Like other makers of industrial rather 
than consumer equipment, Fairbanks, 
Morse is relatively new to the national 
limelight. F, M is trying to broaden its 
local acceptance to national recognition. 
Ingersoll-Rand, long a_ hermit, is 
doing likewise. Neither Continental 
Motors, Combustion Engineering or 
Babcock & Wilcox does much talking: 
what they do and why it’s important 
is not well understood in their respec- 
tive communities. Perhaps this is why 
Muskegon citizens, as Forses discov- 
ered in its 1953 survey, don’t care a 
Continental about Continental. 

Cincinnati Milling rightly feels that 
good labor relations (including steady 
work and high pay) are a sine qua non 
for good community relations. The 
mere fact that it has no union is viewed 
with suspicion by some Rhinelanders. 
But Geier’s executives apparently do 
more than their share of community 
chesting and commerce chambering, 
and CM last year ran plant tours for 
50 different groups. Rockwell is scat- 
tered among 14 cities, employs more 
than 1,000 people only in Pittsburgh. 
Its editorial in paid space, “Rockwell 
Report,” tells the company story in ma- 
jor media, sticks close to company 
facts and is refreshingly free of free 
enterprise pontificating. Ex-Cell-O is 
just another company in busy, belch- 
ing Detroit, mounts no public relations 
effort of note. 
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STOCKHOLDER RELATIONS 


Last FALL United Shoe Machinery 
published an interim (six-month) state- 
ment for the first time in 50 years. The 
long silence is typical of the machinery 
industry, which has attracted relatively 
small stockholder families. Oddly 
enough, United Shoe Machinery is the 
most popular investment on the list 
(26,000 stockholders plus), with Con- 
tinental Motors, Otis, National Supply 
and American Machine & Foundry the 
only others having more than 10,000 
owners. 

Less silent about their affairs thap, 
most are the oil equipment twins, Na-. 
tional Supply and Dresser. Both pub- 
lish a full line of fiscal information— 
good annual reports, quarterly 
come statements; dividend enclosures, 
Dresser has taken some pains to com 
solidate a 10-year financial history of 
the several companies it now embraces. 

Less fulsome are the annual bro- 
chures of the materials-handling trio, 
although they do keep the financial 
community posted each quarter (Clark 
publishes a four-page “Financial News 
Letter”). Of the three, Link-Belt does 
most in its annual report to clarify its 
past and present dollar status. Except 
for a 36-year summary of sales, earn- 
ings and dividends taken from its 50th 
anniversary book, Clark’s report is 
meager. Yale & Towne’s interim re- 
ports, though sstrictly factual, are 
among the best around. 

As in past years Ingersoll-Rand is- 
sues a bare balance sheet and income 
statement—the legal minimum. Con- 
tinental Motors does the best job 
among the “standard line” producers, 
with plenty of back statistics and 
graphic aids to investors. Fairbanks, 
Morse confines itself to current figures 
in a relatively brief report. 

Rockwell’s report is not lengthy but 
makes fiscal sense out of a complicated 
congeries of enterprises. It is the clean- 
est and best in the group. Cincinnati 
Milling’s booklet is comparable in all 
respects except for general information 
about the company. Ex-Cell-O’s report 
is about on a par with Cincinnati's. 

American Machine & Foundry has 
not applied the same ingenuity to its 
stockholders’ annual that goes into its 
commercials for TV’s “Omnibus.” It 
turns out a more or less standard report 
—two years’ balance sheet and income 
statement, lots of product pictures, and 
some supplementary figures in a presi- 
dent’s letter. Worthington’s report is 
fuller'in point of figures and descriptive 
copy—almost a necessity for a multi- 
branched “growth company.” The com- 
pany added a considerate touch to its 
last annual meeting, sent road maps 
and a street diagram to stockholders 
coming to Harrison, N. J. 
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GOODYEAR’S LITCHFIELD, GOODRICH’S COLLYER: they pace the parade 


RUBBER 


Ir was a year of great consolation. The 
1952 auto bogdown had left tire sales 
limp, but leaders of the rubber indus- 
try’s Big Five successfully broke the 
federal government’s fisthold on syn- 
thetic rubber producing facilities. Eisen- 
hower had hardly uncrated his niblicks 
on Pennsylvania Avenue when Michi- 
gan’s Representative Paul Shafer car- 
tied the torch into Congress: “. . . It 
is my intention to introduce legislation 
during this session directing the dis- 
posal of the government-owned syn- 
thetic rubber industry to private enter- 
prise.” 

Subcommittee chairman (and old 
tubber expert) Shafer took his com- 
mittee on a whirlwind tour of the GR-S 
plants. Industry-managing RFC issued 
its own 62-page disposal plan. By mid- 
year, both houses of Congress had a 
bill on the floor. Leftwing Democrats 
made some nuisance opposition. But by 
recess time concessions had been made, 
the battle was over, and Uncle had re- 
ceived notice to make way for free 
enterprise by 1955. 

Other comforts came to control- 
weary rubbermen. Crude rubber sup- 


pliers in Southeast Asia reluctantly 
went to “Trade, Not Aid,” downpriced 
their product to a realistic 22c per 
pound. This pegged natural rubber be- 
low synthetic for the first time in many 
months, invited increased demand. 
September shipments were up 15% over 
1952. Fabricators cashed in by using 
44 pounds of crude in every 100 of 
new rubber; their year-ago rate had 
been 87 of crude to 63 of synthetic. 
Industry saved nearly $2 million by 
the switch. 

Another supply problem seemed 
comfortably fended off: the British- 
Dutch colonial tree growers’ Buffer 
Stock plan to fix crude prices. The 
hitch in it was plainer to American 
buyers than to continental sellers— 
competitive synthetic rubber, shortly to 
enter a supply-demand market for the 
first time, will leave a higher-priced 
natural in its tracks. But the cartel- 
minded talked of a 1,700,000-ton sur- 
plus in the next two years, called this 
“burdensome,” said they had better 
have some control over the necessary 
“stockpiling.” Sailing for the Copen- 
hagen conference, Harvey Firestone Jr. 
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(himself a Liberian plantation owner ) 
outlined U.S. views: “After 1956, a 
surplus is not foreseen. To the con- 
trary, a deficit . . . may be expected.” 
That, of course, would be the type of 
market in which cartel strings would 
pull greatest weight. But American 
tiremakers, backed by the limitless po- 
tential of synthetic production, thought 
they pulled enough weight to make 
Europe and Asia see the light. 

At any rate, industry pulled enough 
sales to make 1953, unequalled for 
dollar volume and second-best for to- 
tal tire shipments (record: 1950). 
Original equipment counted 41,500,- 
000 units vs. 29,500,000 in 1952. De- 
troit’s pulsating recovery from material 
controls lifted passenger car original 
sales to 34,500,000 tires vs. 24,000,000. 
Replacement demand _ disappointed 
slightly, still accounted for 60,000,000 
auto-bus-truck tire sales vs. 54,400,000, 
and the industry hammered through its 
first price hikes in three years, U. S. 
consumption of new rubber hit a 
record: 1,336,000 tons vs. 1,258,336 in 
1952. The Big Five tirebuilders topped 
the $4,000 million mark in revenues, 
exceeded 1952 volume by 8%. 


MANAGEMENT 


RIDING HIGH, industry had a road clear 
of bottlenecks. As a Goodyear execu- 
tive told Forsres: “Over the greater 
period of the year, the main problem 
has been to produce enough goods.” 
Goods meant tires. For the world’s 
largest tiremaker, nine-month sales hit 
$920 million, $66 million ahead of 
year-earlier. Despite an $8 million up- 
grade in taxes, per share net was in- 
flated by 30%: $7.57 vs. $5.81. Chair- 
man Paul Litchfield reported increased 
costs (chiefly labor) but these were 
overrun by the revived juggernaut of 
operating efficiency on a wide-open 
volume throttle. Another help to net: 
thaw of Brazilian earnings, permitting 
80% reduction in a reserve. 

Rio reserves were also cut by Fire- 
stone, from $2.44 a share to 24c. But 
costs and taxes took a heavier toll from 
Harvey Firestone’s sharp nine-month 
sales gain ($748 million vs. $669 mil- 
lion). Government’s axe took 55% vs. 
50%. Firestone rubber plantations suf- 
fered when the crude market softened. 
And Firestone dug deep for a piece of 
Goodrich’s tubeless tire market, under- 
cut by $4.25 (a move quickly coun- 
tered by Goodrich’s instigation of a 
patent infringement suit). At third 
quarter, Firestone pretax net was off 
2.6%, but the foreign aid boosted net 
by 12%. Per share earnings: $8.21 vs. 
$7.36. : 

Goodrich three-quarters volume 
soared 13% over 1952 to $521 million. 
Federal taxes rose to $53 million from 








$41 million to hold net income to a $2 
million gain—$6.01 vs. $5.36. 

Needing a break on taxes, U. S. Rub- 
ber upped net income by $2.5 million 
in the nine months, scored common 
earnings of $3.32 vs. $2.83. Volume 
eked out a 1.8% gain to $657 million— 
a new record—almost entirely on the 
increase in demand for originals (big 
customer Chevrolet had a redhot year). 
Taxes at $4 million below 1952 saved 
the pretax profit, down $2 million from 
year-before, and help also came from 
the de-icing of a foreign investment. 
Tough competition on the summer re- 
placements market wore some of the 
polish off a bright six-months’ showing. 

General Tire, $113 million light- 
weight of the Big Five, also suffered 
from market campaigns. Without any 
original equipment business, chairman 
William O’Neil missed the big business 
in Detroit. Still, sales leaped $21 million 
to $154 million at third quarter—a com- 
pany record. But it took a $900,000 
capital gain (sale of Mansfield Tire 
company) and a tax reduction from 
$7.2 million to $4.3 million, to raise 
net 23% to $5.5 million. For share- 
holders: $4.34 vs. $3.48. 

Pretax profit, not a direct deter- 
minant of dividends for the last three 
years, will come into its own again this 
year with the demise of EPT. Decade 
averages through 1952 (of pretax 
profits to sales) rated Goodrich ahead 
of Goodyear, followed by Firestone, 
U. S. Rubber and General. Last year, 
Goodrich again paced the field as pre- 
tax increased fully 22%. Goodyear was 
second with a 20% rise. Firestone’s 2.6% 
decline, U. S. Rubber’s 4% skid and 
General’s 19% drop followed the his- 
toric pattern. 

A check of advertising expenditures 
points up, partly, the way a manage- 
ment regards profit potential of its 
products. General Tire settled on the 
biggest relative outlay in national 
media—0.6% of gross—in an uncon- 
cealed effort to find its place in the 
sun. All but a pittance (see chart) 
went smackdab on tire promotion. 
O’Neil was right on the probable shape- 
up of consumer demand, fitted his ad 
budgeting to this, reached a big 15% 
of sales. But $85 million of his gross— 
from chemicals, TV-radio, Aerojet 
Navy work, sports equipment and mis- 
cellany—was badly neglected by copy- 
writers. 

Goodyear’s budget took 0.5% of 
sales, Coodrich’s 0.4%. Both the Litch- 
field-Thomas team of Goodyear, and 
BFG bossman John Collyer concen- 
trated on tire ads to good advan- 
vantage. Goodyear added a heaping 
$660,000 for its bouncing Airfoam, the 
leading sponge rubber. Goodrich kept 
the budget proportioned almost identi- 
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cally with its sales breakdown, so that 
another heavy outlay was put on chem- 
icals and finished plastics—Koroseal get- 
ting the biggest play. 

Firestone slighted tires in favor of 
Velon plastics, Foamex (sponge rub- 
ber) and general promotion for the 
retail stores; its 7% sales gain was al- 
most entirely in original equipment 
tires, but the store ballyhoo has given 
Firestone an edge in replacement trade. 
U. S. Rubber almost ignored truck tire 
publicity but fed $600,000 of its light 
(0.8% of sales) budget into ads for 
U.S. Royal and Fisk passenger tires. 
Equal money was allocated for Nauga- 
tuck Chemicals division, which firmed 
close to $180 million volume. Big ad 
efforts went on foam rubber, Keds 
sport shoes, golf balls. The foam gained 
and golf had a good year, but the foot- 
wear division was tripped up by light 
summer apparel buying. 

While the Big Four divide product 
mix along fairly similar lines (General 
has a breakdown all its own), their ad 
quirks reveal management’s growth 
sights. All, of course, count most heav- 
ily on their tire divisions. Although 
U. S. Rubber’s Humphreys gives an in- 
dication now and then that he might 
push chemicals at the expense of tires, 
he proved differently last fall. Like a 
losing baseball manager, Humphreys 
shook up his top sales team—domestic 
and international—rearranging a_ half- 
dozen important division managerships. 

Able John Collyer, predicting in- 
dustry replacement demand would in- 
crease by over 3,000,000 tires in 1954, 
set about with plant expansions to go 
after it. The Tuscalcosa tire mill got a 
$4.5 million addition. The Oaks, Pa., 
tire plant was expanded at a $9 million 
cost, now provides BFG’s heaviest 
single capacity in the bowels of fast- 


54 


growing Delaware Valley. Collyer also 
tacked another $2 million onto his $7 
million Los Angeles tire facility, and 
added Goodrich’s proven hotcakes—the 
tubeless tires—to his private-brand 
lines, Miller and Hood. 

Goodyear’s Edwin Thomas also pre- 
dicted high tire demand for this year— 
“80,000,000 passengers, 15,000,000 
truck tires”’—and has a tubeless tire in 
the mold. Goodyear will concentrate 
on holding the biggest share of the new 
tire market. Firestone’s tubeless is al- 
ready making a play for the market at 
reduced prices, is shelling out $4 mil- 
lion for expansion of its Canadian tire 
subsidiary. General’s researchers came 
up with a new nylon fabric for truck 
tires (U. S. Rubber also introduced a 
truck tire with “20% stronger” rayon). 
Truck fleet contracts, as well as re- 
placements, offer Bill O’Neil his great- 
est opportunity. 

Industry's fastest-growing product 
was foam rubber, up 40% to $180 mil- 
lion sales. All but Goodrich (which 
does not make it) are gearing for mar- 
ket dominance. U. S. Rubber, second 
to Goodyear in production, is building 
its third foam plant, in California. 
Goodyear is “talking Airfoam expan- 
sion” but has not revealed plans to 
boost its $60 million capacity. General 
and Firestone are now adding to exist- 
ing plants. Goodyear and Firestone 
took a smart step by putting sponge 
rubber in bulk on department store 
counters, where it’s selling well as up- 
holstery stuffing. 

Chemicals and plastics products re- 
main the profit-makers, and the Big 
Five are rapidly stretching capacity. 
Goodrich, leader with $200 million 
sales and the best-known trademark 
(Koroseal) has the edge, even on ex- 
pansion: Collyer’s eighth chemical 
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plant is a-building in Kentucky (cost: 
$8.5 million). Litchfield has ordered 
$5.5 million for chemicals growth. 
O'Neil is erecting a brand new $6 mil- 
lion plant for his rigid plastics people. 
Firestone is expanding its busy Potts- 
town, Pa., plant by $6 million. U. S. 
Rubber’s Naugatuck group is stretching 
polyvinyls capacity to 50,000,000 
pounds—this will rank it second to 
Goodrich in vinyls production. Closer 
to Naugatuck hearts are farm and in- 
dustrial chemicals—insecticides, fertil- 
izers. Company competes with the big- 
gest, du Pont and American Cyanamid. 
Major ties between tiremakers and 
automakers were untouched last year. 
But one distributor link was broken: 
U. S. Rubber’s contract with Standard 
Oil of Ohio. Sohio switched to ninth- 
largest (and home-grown) Seiberling. 
But U. S. Rubber was moving toward 
new prestige and pay dirt with 
heady research developments. One was 
a tar-blended rubber mix with which 
New York’s Idlewild Airport was sur- 
faced. Another was the discovery of a 
way to laminate plastic and metal 
sheeting—a real find, sought after by 
no less than twenty different firms. 
However, Goodrich and Goodyear 
again led the development parade. 
Litchfield & Co. had a string of innova- 
tions: Rolligon tires, designed to carry 
military vehicles over rough terrain, 
shaped like outsized watermelons; un- 
derground passenger conveyor belting 
for New York subway shuttlers; rub- 
ber-surfaced roads; and the biggest of 
all—a new kind of synthetic rubber, 
different from “cold rubber” and twice 
as tough (only trouble so far is pro- 
hibitive costs). Goodrich’s big find was 
somewhat more practical: a new meth- 
od for making old cold rubber “50 
times faster at lower cost.” Industry 
test-tubers and test-trackers stirred at 
this report. Possibility: when increased 
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demand for GR-S dictates new plants, 
they may be of wholly different design 
than present ones. 

With all of this research effort, the 
key to top achievement in 1954 and 
afterward may rest with financial ma- 
neuverability as new markets, products 
and concepts beckon for capital. Fast- 
est-growing General is aware of this. 
O’Neil found his $45 million working 
capital at year-end represented but 40% 
of assets, while debt accounted for 21%. 
He asked stockholders to authorize $35 
million in common stock. 

Goodyear has made its substantial 
28% funded debt load and retained earn- 
ings into a working fund equal to 58% 
of assets, industry’s most fluid position. 
Goodrich has a working capital equal 
to 48% of assets, has kept debt down 
to 13%. Firestone: 22% debt-to-assets, 
52% working capital-to-assets. U. S. 
Rubber: 24% and 45%. Litchfield has 
the most “ready,” Collyer the best bor- 
rowing position. But these paper 
achievements only confirm the top 
management marks rated by Goodyear 
and Goodrich. 


LABOR RELATIONS 


FEW INDUSTRIES employ as many peo- 
ple as do rubber fabricators—220,000 at 
midyear (now some 5,000 less). Fewer 
still are as tightly unionized. United 
Rubber Workers (CIO) counts “over 
200,000” membership, inclusive of the 
workforces at every domestic Big Five 
plant. URW president Leland S. Buck- 
master has industry labor policy in his 
hip pocket, all but dictates wage and 
fringe contracts. Big Five LR have im- 
proved in recent years, largely because 
managements have become resigned to 
this fact. In good-time 19538, Buck- 
master made out pretty well. 

Coming into the year with contracts 
subject to reopening at any time, but 
seemingly hamstrung with five-year 
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pension and insurance pacts in force 
until 1955, Buckmaster alerted his 200 
locals for battle: “In view of the radical 
changes that have taken place since 
1950, the companies have a moral obli- 
gation to take a fresh look at these 
agreements . . . [Wages should be in- 
creased] if workers are to receive an 
adequate share of the natural output in 
our expanding economy.” 

Buckmaster gave industry two fresh 
looks. He first hit up U. S. Rubber on 
the “closed” insurance clause. Hum- 
phreys & Co. made a pass at resisting. 
Buckmaster sent 35,000 men home 
from 19 USR plants, and Humphreys 
capitulated on the fourth day. Labor’s 
prize, boasted Buckmaster: “the largest 
company-financed comprehensive medi- 
cal insurance plan ever negotiated by a 
CIO union.” U.S. Rubber noted the 
fringe would add 5c an hour to payroll, 
added this was probably the biggest 
insurance coup ever brought off by 
anybody. The rest of the Big Five were 
as neatly crowbarred as has been any 
auto maker by Walter Reuther, picked 
up the same tabs before year’s end. 

Next fall guy—this time on wages— 
was Harvey Firestone Jr. in mid-July, 
Buckmaster readied 25,000 workers in 
eight Firestone cities for a walkout. 
Negotiators played out the 60-day 
string, at August’s end rumored that 
around-the-clock talks were just shy of 
success. The issue: Firestone offered 
9%c an hour (including the insurance 
and other benefits), URW wanted 
11%c. But next day—while the other 
four companies pressed wage debates— 
Firestone’s force went on strike. When 
they returned four days later, Buck- 
master announced his prize: a full 12c. 
The rest of industry fell smartly in line, 
several avoiding strikes at last minute. 
For Lee Buckmaster, the victory repre- 
sented his third winning round in three 
attempts in three years. 
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If industry labor relations are, on 
balance, good after all this, there is 
little doubt as to responsibility. In a 
plant survey conducted for Fores, 
workers of each of the Big Five called 
their working positions better than 
average. Without exception, they 
credited URW for bringing home the 
bacon. But money is not 100% of the 
LR story, and the industry's LR pro- 
gram transcends acquiescence in wage 
hikes. Judged on the year’s achieve- 
ments, three of the Big Five stand out. 

General paces both Goodyear and 
Goodrich in effort. None of the Big 
Five has a top management as well 
liked and well known as is Bill O’Neil. 
Every worker queried at the second tire 
plant in Waco, Texas, knows the boss. 
Situation is even happier in Akron, 
where O'Neil sets industry precedent 
every day by dining in the employees’ 
cafeteria. On such as wages and 
seniority, General’s contract hits Lee 
Buckmasier’s par for all. But in Waco, 
for instance, General tirebuilders con- 
sider conditions and opportunities “way 
above average for the area.” 

Publications like General-ly Speaking, 
a bi-weekly, are enthusiastically read. 
Although two welders agreed they are 
“too political” with “too much propa- 
ganda,” they have a long way to go to 
outslug the union sheet. O’Neil has the 
industry's outstanding record for rub- 
ber plants: no strikes since 1945. But 
he got a black mark last year: subsid- 
iary General Teleradio’s station WOR 
and WOR-TV in New York walked out. 
The dispute was over featherbedding, 
not wages, and can be attributed to a 
lack of Broadway savvy in the tire out- 
fit’s first full year of control. Despite a 
professed liking for the O’Neil clan, 
station engineers were hardly in an 
amorous mood when they blacked out 
the Brooklyn Dodgers’ channel during 
the closing weeks of the championship 
season. 

Also slightly _ strike-scarred was 
Goodyear. But a ten-day stop at the 
company’s smallest domestic plant at 
Muncie, Indiana (300 workers) was 
Paul Litchfield’s only note of discord. 
“Working conditions” faulted at Mun- 
cie, were finally corrected. In the bigger 
Akron tests, management worked over- 
time to sooth Buckmaster, pamper their 
Tire City payroll of 16,000 (city’s pop- 
ulation: 275,000). The mammoth ath- 
letic Hall on Goodyear Boulevard, the 
popular Wingfoot varsity basketball 
team and other company squads, give 
Goodyearites a slight social advantage 
where everything else is religiously 
kept equal. Every employee does not 
know Litchfield or president Edwin J. 
Thomas, according to’ FoRBES survey, 
but the two-man team takes Akron 
honors for its house organ, Wingfoot 


NATURAL RUBBER BALLS ON THE AMAZON: 
despite a plug, a pulled price rug 


Clan. February's 1952 Employee Re- 
port was chockful of stories enlarging 
on the annual report. Feature: an 
“interview” with Litchfield - Thomas 
about management’s view toward 
profits and workers. Other Goodyear 
employee publications—and there are 
many, superbly printed—top the in- 
dustry for quantity and quality. 

Goodrich rates even-up with Good- 
vear and General. Reason is unchal- 
lenged achievement: alone of the Big 
Five, John Collyer survived 1953 with- 
out a major strike anywhere. Collyer 
stays. out of the ivory .tower, is the 
famed industrial leader and “my boss” 
even at the tucked-away tire plant in 
Oaks, Pa. Workers admit to supple- 
menting company news handouts with 
national press and: union views. Thus 
laden with the facts, they readily boast 
of Goodrich’s management acumen, 
also find their personal positions “better 
than elsewhere” and “expect to stick” 
with the company. Bragged one tire- 
builder: “Our international union has 
some of our company’s stock.” 

At Firestone and U. S. Rubber, labor 
relations were a notch or two below the 
Big Five median. Fault was not whol- 
ly managements’: Buckmaster picked 
these two as his stalking horses on his 
wage and fringe hunts. 

But Firestone made some efforts at 
better relations. House paper, while 
neat in appearance, lacks a worker 
slant. (A company metal-plater dis- 
missed it as “some sort of paper sent 
to the house about once a _ year.”) 
Because nearly every issue carries a 
front-page picture of Harvey, the men 
can probably be excused for thinking 
they have seen each copy before. But 
this hardly excuses them from not 
knowing who the boss is. Safety is 
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Firestone’s long suit—company boasts 
the industry's best program, and most 
plant personnel acknowledge this. 

U.S. Rubber does not lack a labor 
program. But although Humphreys’ LR 
review covers two pages in the annual 
report, it notes few achievements (ex- 
ception: 10% of workforce has over 25 
years with company). But the $495 
million outfit found it could not afford 
to look at a happy veteran crew and 
overlook its vast, security-hungry youth 
corps. Despite a 1926 insurance plan to 
which 57,000 of 66,000 workers had 
subscribed, and which had paid $11 
million in benefits, Humphreys’ com- 
pany was the target Buckmaster chose 
for his successful insurance bid. 

Humphreys’ program could profit by 
more publicity on promotions from the 
ranks and on inter-plant safety contests 
which have brought accidents continu- 
ously down. But Buckmaster’s unprece- 
dented demand caught him off guard. 
The April walkout left much “employer- 
employee relations” still to be im- 
proved, even after the record-sized 
fringe was signed and sealed. 

If the economy shifts from high gear 
long enough to put Leland Buckmaster 
on the defensive, rubber industry has 
a juicy bone to pick with labor: its six- 
hour day. A boomerang from Depres- 
sion largesse (companies initiated the 
short day to keep payrolls padded), 
rubber workers’ cushy schedule is un- 
equalled. It has become all but 
permanent. Average hourly rates for 
Akron URW members have soared over 
$2.20, elsewhere are above $2. On their 
36-hour week, workers have not only a 
handsome paycheck but also the oppor- 
tunity to take a second job (and most 
do). Naturally, Buckmaster’s union 
takes a very conservative view of this 
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sensitive, 20-year issue. But when Paul 
Litchfield and Edwin Thomas were 
asked in their house-organ interview 
whether Goodyear would ever consider 
going back to eight hours “so the 
employees who are able and willing to 
do a fair day’s work will be able to do 
so... they bravely made their point: 
“_.. We are now enjoying high total 
employment and, as a nation, are 
heavily in debt. Obviously we should 
increase rather than reduce our pro- 
ductive efforts if we are ever to get out 
of debt. Certainly, it should not be 
expected that there should be eight 
hours of pay for six hours of work.” 


PUBLIC AND 

COMMUNITY RELATIONS 

Tue Big-Four-Plus-One wage a contin- 
uing defensive battle for public rela- 
tions. Controlling 98% of the original 
tire market and 70% of all replacement, 
the top outfits are sensitive to recurring 
catcalls of “price fixers,” “trade restrain- 
ers,” others less pleasant. 

United efforts lent institutional back- 
ing to campaigns like PAR (Project— 
Adequate Roads). There was the com- 
petitive voice of the National Rubber 
Bureau (plugging Malaya’s indispensa- 
bility as a crude rubber producer and 
its current vulnerability to political 
dangers). But the latter program, 
hawking crude rubber as a necessity 
second to bread, got to sounding a little 
silly. The American public, remember- 
ing War II’s lessons on self-sufficiency, 
did not seem in the least unsympathetic 
to synthetic. 

Meanwhile the vast publicity mills of 
Goodyear, Goodrich, U. S., Firestone, 
and the smaller General staff, main- 
tained their intermural clamor for 


pieces of the big pie cut. Reward for 
most high-class effort goes to U. S. of 
Rockefeller Plaza. Close behind are 
Goodrich and Goodyear, whose PR 
pros hustle headline-able copy out of 
both New York and Akron offices. Tire 
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titans share a tendency to overindulge 
in blurbs, rant endlessly about tire 
“developments” about as convincingly 
as cigaretmakers spiel “mildness.” 

United States and Goodrich have 
spent big PR and advertising money to 
link chemical research to their tire 
fame, have succeeded. Goodyear tallied 
a coup last summer by announcing 
plans for replacing Times Square’s 
subway with a conveyor belt, conceived 
hand in hand with civic officials. Also 
departing from tread-talk, General Tire 
got a bundle of public raves for Alcoa’s 
window sealers, making the pneumatic 
gadgets nearly as famous as the big 
aluminum Pittsburgh skyscraper itself; 
and for its Aerojet-General jet-propelled 
items. 

In the Tire City, one executive told 
Forses: “What’s good for Akron is 
good for us.” Since one out of five 
residents works for a tire company, 
labor relations become community re- 
lations. Each of the four majors who 
locate there (U. S. Rubber does not) 
serves up brass for civic duty, runs 
city institutions. Goodyear Hall (for 
after-hour athletes) ranks that outfit a 
scant first in appreciation. Though 
B. F. Goodrich sits smack in the 
center of downtown, this offends no 
Akronite—citizens view it as a historical 
shrine. Firestone is the city’s neatest, 
graces Akron’s southwest side with 
yellow brick buildings, landscaped 
lawns. 

Although many townsfolk feel they 
owe the industry everything, the tire- 
makers don’t take Akron goodwill for 
granted. Plant tours and open houses 
are surprisingly frequent and well at- 
tended. Through a nonpartisan Cham- 
ber of Commerce, smoke and stench 
has kept clear of most Monday clothes 
lines. Local news is quickly released. 
When a flash fire charred several 
thousand dollars’ worth of Banbury 
equipment at Firestone last Spring, 
local radio stations were reporting “no 
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injuries” within an hour of the event. 

U. S. Rubber also maintains good 
relations around its 31 domestic plant 
towns. The formula: decentralization. 
Built by amalgamation of many smaller 
rubber firms, U. S. tags the suffix 
“Division of U. S. Rubber” to the mem- 
ber titles, manages to maintain that 
homey feeling. 


STOCKHOLDER RELATIONS 


KEEPERS OF New York’s Bronx Zoo 
were dismayed last year when their 
last-remaining walrus—a well-fed, well- 
guarded beast—took a hankering to 
rubber. When a_ youngish visitor 
bounced his ball into the tusker’s tank, 
the walrus gobbled it, tried to digest 
it, died. Stockholders in rubber outfits 
are in no such danger. But to finance 
barreling growth, and prevent killing 
owners with kindness, tiremakers pay 
out quarterly dividends in small, easily 
digested doses. 

For the decade through 1952, Big 
Five tiremakers’ dividends averaged 
some 32% of net. Another statistic: Big 
Five annual reports last year averaged 
29 pages. Mutually imitative in their 
making and selling habits, the five fol- 
low each other closely on stockholder 
relations, too. Easiest annual to read is 
Goodyear’s, a 48-pager padded with ad 
copy, general trade information, photos, 
charts. Litchfield’s booklet also tops the 
group on history, with a rundown back 
to 1926. 

Elmer Humpherys’ U. S. Rubber 
report was next most verbose, but he 
crammed much more hard stuff (stock 
data, payrolls from 1938) into a profes- 
sional book. His quarterly reports were 
adequate, and U. S. Rubber mailed a 
report-with-pictures of the stockholders’ 
meeting that stood as a model for the 
industry. Their dividend allowances 
the highest, U.S. Rubber owners have 
one worry: Humphreys is introducing 
new products faster than they can keep 
up with them. 

Goodrich and General put out small 
reports. The former stuck to heavy 
statistics, kept its intriguing chemical 
business concealed in _ consolidated 
figures. General packed its report with 
gushy prose, also kept some fiscal facts 
hidden. His stockholders would like a 
little more advance knowledge of the 
direction of future O'Neil capital 
plunges (though he hasn’t done badly 
so far). Their loudest plaint does not 
distinguish them: low (30%) dividends. 
Harvey Firestone reported least as 
earnings slumped most, but Firestone 
holders had a steady dividend history 
to look back on. And his stock’s early 
1953 market slumps (leading the Big 
Five) were shrugged off by investors, 
who await results of Firestone’s vast, 
recent expansion. 








FARM MACHINERY 


Bic NEws in 1953 was the sag in well- 
being of the nation’s 6,500,000 farm- 
ers. It held far-reaching political signifi- 
cance, big question marks for econ- 
omists blueprinting future Gross Na- 
tional Product. Its first and most direct 
effect, of course, was a pitchfork stab at 
the breadbasket of the farm equipment 
industry. 

Behind the drop in gross farm in- 
come—which fell to $30.5 billion vs. 
$33 billion in 1952—was the recovery 
of European agriculture. Farm exports 
dropped to between $2 and $2.3 billion 
from $3.4 billion. With their overseas 
market truncated, farmers looked to 
Government. Reported the New York 
Times: “All told, total Government 
commitments under the price support 
program had passed the $4 billion mark 
by the end of September, and prospects 
were that by the end of the fiscal year 
the figure would be a good deal nearer 


$5 billions.” But hurting gross receipts 
was the blighted Southwest wheat area 
and the cattle industry, whose beef 
pr.ducts dropped drastically in price 
and were not covered by subsidy. So 
the overall rise in commodity prices 
during 1953’s last half and the U. S. 
handouts could not correct the slide in 
total income. And while production 
costs also eased, the gap in farmer’s 
takehome continued to narrow: net 
cash income fell by 12%. Retail sales of 
tractors, keystone of the equipment 
trade, were down 16% by November. 
$1.95 billion vs. $2.32 billion. 
Ironically, tractor makers seemed not 
alert to the situation. They entered the 
year with unfounded optimism, based 
on the artificial dimensions their indus- 
try had assumed during the Korean 
War. Statisticians insisted that normal 
replacement demand and net additions 
to existing tractor stocks called for 





Management 


International Harvester ($1,091)... 95 
Deere ($432) 

Allis-Chalmers ($360)* 

Caterpillar ($254)* 

J. L. Case ($147) 

Oliver ($115) 

Minneapolis-Moline ($84) 
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Labor Community Stockholder 
Relations Relations Relations 
85 95 95 
95 90 80 
80 90 90 
95 90 85 
90 75 75 
85 75 80 
85 90 80 


In parentheses: Assets (in millions) fiscal years ended October 31, 1952. * As of De- 
cember $1, 1952. 





production of 375,000 tractors—1,500 a 
day on a one-shift, 40-hour week. And 
the industry’s inflated capacity of 2,700 
units a day had been knocking out an 
annual average of 425,000 during 
fabulous 1948-52. 

Gears were set in January to feed 
2,112 tractors a day to the market. But 
first-quarter sales fell by nearly 50%. 
By July, industry found itself silo-deep 
in inventory, realized finally that the 
expected demand just wasn’t there. 
Schedules were cut almost in half; in 
the second half, production averaged 
1,160 tractors a day. But the brake was 
not applied soon enough, and dealers 
faced a pennypinching market with 
warehouses full. 

A Deere distributor in Minnesota 
reported rivals were cutting equipment 
by 15%. Said an independent dealer: 
“We offered one farmer $600 on a used 
combine; then he made a deal with 
another dealer who gave $1,400 on the 
old machine on a $2,200 new one.” 
Summed up a worried Michigander: 
“Within another year, 50% of the deal- 
ers around here will be out of busi- 
ness.” 


MANAGEMENT 


CATERPILLAR TRACTOR’S executive VP 
A. T. Brown summed it all up: “Our 
problem is the adjustment to a buyers 
market and to lower sales volume; and 
the necessity for reduction of costs . . - 
for lower levels of operation.” In un- 
snarling this one, Cat management 
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achieved industry’s outstanding results 
(see charts). Maintaining a sales level 
$19 million below 1952’s $361 million 
for the first nine months, Caterpillar 
alone among farm equipment’s big 
companies raised nine-month earnings 
($4.20 vs. $4.18 for 1952 and a 1950-52 
average $4.16). The answer: a shift in 
gears from farm tractors, which pow- 
ered the 87% volume growth from 1949 
to 1952, to construction earthmovers. 

Caterpillar’s industry position is 
unique. As VP Brown says: “Farm ma- 
chinery does not make up even half 
the sales total.” Cat’s all-diesel line of 
crawler tractors—accounting for 50% of 
all track-type haulers produced in the 
U.S.—includes bulldozers, earth scrap- 
ers, rippers, road graders side-boom 
pipelayers, log haulers, snow movers. 
Marine engines, crop pickers and spray- 
ers, combines and pneumatic-tired trac- 
tors round out the fleet. When farm 
markets softened last year, road build- 
ing and heavy construction remained in 
the ascendancy. Cat nimbly shifted 
production emphasis at its sprawling 
Joliet works. 

While farm equipment slowed, Cat’s 
other products were hotcakes and presi- 
dent L. B. Neumiller hiked prices. 
Against rising costs, margins held. In 
the year through September, Caterpil- 
lar net counted 16.5% of book value; 
in the decade through 1952, Cat’s aver- 
age was 16.4%. The other six of the 
Big Seven averaged 12.3% in the prior 
decade but only 10% in the twelve 
months through September. 

But Neumiller kept his fourth-big- 
gest share of farm equipment, empha- 
sized product superiority. Cat’s diesels 
have a ‘top reputation—in and out of 
farm equipment—for operating effi- 
ciency. Last year, Neumiller strength- 
ened his relatively limited farm line by 
adding hydraulic tool bars to tractors, 
facilitating attachment of cultivators 
and rowing accessories. Spurred by an- 
nouncement that General Motors would 
enter its earthmoving market in three 
to five years, Caterpillar spent $35 
million to complete a $155 million ex- 
pansion program begun in 1946. Ca- 
pacity for both farm and construction 
tools was more than doubled at home- 
base Joliet, assembly lines for crawler 
tracks were laid down in York, Pa. 

Indications that diversification paid 
off for Caterpillar during industry’s em- 
battled summer appear in third-quarter 
reported sales, up by $6 million. Fur- 
ther, Cat had a superior military sup- 
ply position. Cat’s heavy equipment 


had been ordered by armed forces ex- 
actly as it came off the lines; as defense 
orders dwindled, the same machines 
were sold to civilians. 
Minneapolis-Moline, however, held 
its defense contracts, at year-end re- 
ported its $3 million-a-month ammuni- 
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Lo INT. HARVESTER DEERE 
THE BIG TWO set industry pattern 
through September—a sales rise (white 
bars) and a profits dip (shaded bars). 
Black bars show average 1950-52. 
Established tractor leadership for 
both, and truck business for I-H, 
helped the top two in a tough market. 
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Lo ALLIS-CHALMERS CATERPILLAR 
DIVERSIFIED PAIR kept top volume 
and good earnings by keeping away 
from farm equipment. A-C’s electrical- 
machinery sales jumped from 40% to 
50% of gross; Cat’s earthmovers moved 
fast in building boom. Added help to 
Caterpillar : its sales to the military are 
“civilian” lines, obviating any retool- 
ing effort. 


A . 
FIRST NINE MONTHS 
1950-51-52 =100 


i 4. 1. CASE OLIVER MINN. MOLINE 
TRAMPLED TRIO suffered from near- 
100% dependence on farm tools. Mar- 
gin-tightening to hold volume killed 
profits. As it was, volume got some 
nourishment from defense contracts— 
but such low-margin business didn’t do 
much for profits. 
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tion volume was rising sharply. Because 
of it, M-M passed the nine-month mark 
with industry's biggest percentage sales 
gain: $77 million vs. $65 million. But 
president Warren MacFarlane’s earn- 
ings backfired. Reason: summer was. a 
tough row to hoe. March farm equip- 
ment volume was company’s highest in 
history (up 15% over 1952), and the 
important July quarter also posted a 
sales record. But to get it, MacFarlane 
had to cut margins to the bone. 

Net for April’s quarter, following a 
January deficit, climbed to $1.65 vs. 
90c. After that, severe market competi- 
tion again set in. Third quarter at 55c 
was off 63% from 1952’s $1.50. Ammo 
production, while firing volume and al- 
lowing MacFarlane to transfer idling 
manpower and capacity, was no great 
help to profits. 

M-M’s solid entrenchment in North- 
west grain territory held farm volume 
to a 10% nine-month falloff. Introduc- 
tion of a mammoth, new-type corn 
husker got farmer raves as did the new 
“uni-Tractor” adaptable chassis. Mac- 
Farlane kept ad costs at 1952 levels, 
went after recently-acquired Southern 
markets (by 1951 purchase of equipper 
B. F. Avery) by adding plant in Louis- 
ville, warehouses in Atlanta and Texas. 
Lack of a recession-resistant sideline 
hurt Minneapolis-Moline in 1953, but a 
hardened core of topnotch salesmen 
kept the seventh-biggest farm tool- 
maker very much in the running. 

Collapsing in the heat of battle was 
fourth-largest J. I. Case. New president 
John T. Brown pondered his produc- 
tion dilemma: “If you have one tractor 
too few, there’s a shortage. If you have 
one too many, there’s a surplus. Then 
the farmer can defer buying because he 
knows he can get a piece of equipment 
whenever he wants it.” Case’s custom- 
ers wasted no time discovering the sur- 
plus. Nine-month sales dropped 30% to 
$85.5 million—lowest level in years. 
Case did not report quarterly earnings 
until pressured this year by the New 
York Stock Exchange to do so. But the 

13¢ net announced for 1953’s first nine 
months compared with an estimated 
average of $3.85 for the same periods 
1950-52. 

Part of the reason was non-recurring 
costs: Case sold $25 million in deben- 
tures to boost working funds to $68 
million, expanded or built plants and 
sales buildings in three domestic sites, 
three foreign ones. But Case’s good 
record for selling in the bumper period 
just passed—volume was doubled in 
1948, maintained through 1952 — 
changed colors in hard times. In tell- 
ing July, sales fell 20%. 

Case’s line does not suffer from repu- 
tation. A Deere official in Case-located 
Moline, Ill., calls it “one of the best 
for tractors.” It was also vastly im- 








proved with dieselization in June. But 
market resistance came to some of 
Case’s frillier innovations: push-button 
operated tractors with power steering, a 
“drive-in” corn picker for simplified 
hitching. Trade press complained about 
this gadgetry, and farmers, needing 
cost-savers more than comfort, shied 
from spending tough dollars for it. 
Given a half year to study his Case, 
young boss Brown will soon have to 
show profitable methods to hold his 
own against competition. 

At $115 million Oliver, president 
King McCord managed to get third 
period net close to last year’s (35c vs. 
42c) on a $6 million volume surge. 
Strangely, the profits boost came from 
defense, which counted $26 million in 
the first nine months vs. $18 million for 
all of 1952. Heavy setting-up outlays in 
the Battle Creek bomber body plant 
had diluted net since the 1951 pur- 
chase. Last summer production began 
paying off. But Oliver ran into the same 
tractor squeeze as did other smaller 
tractor makers, lost out badly in the 
battle for the farmer. Equipment vol- 
ume, said McCord, fell 20% for the 
year. 

Heavy expenditures and amortiza- 
tion costs allowed for little flexibility in 
tractor markdowns. When competition 
forced them, Oliver sank to the red in 
the first quarter, managed a halved 
profit in the second. Still, McCord con- 
tinued to buy expansion: to the Far- 
quhar accessories line ($10 million vol- 
ume) bought up in 1952, he added 
West Coast’s Be-Ge Manufacturing 
($2.7 million sales) last November. 
Given his first Pacific entry, McCord 
can now place marketing chips outside 
the suffering Midwest. For extra di- 
versification, Oliver spread to Caterpil- 
lar’s lair by introducing two crawler 
tractors, added several other new tools 
to his line. 

The management moves were ac- 
cording to Hoyle, but Chicagoan Mc- 
Cord was hampered in executing them 
by an already shriveled cash reserve, 
had to raise funded debt from 1952’s 
$3.1 million to $18.1 million. The 
added costs, plus added inventory, ate 
up earnings and dug into cash, made it 
unlikely that the already-paid $1.20 
dividend would not be covered by 
final net income, not to mention pros- 
pects for 1954. 

In the center of things at Moline, 
Deere mailed out its 16th straight $1.40 
dividend, earned all but 7c of it in 
April quarter to make it as secure as 
ever. But prexy Charles Deere Wiman 
& Co. found last year’s happy forecasts 
plowed under. VP Edmund Cook had 
predicted: “The farmer won’t quit buy- 
ing.” Seconded Treasurer Kennedy: if 
the industry does bog down, “I don’t 
believe it will hurt Deere.” The class 


ALLIS-CHALMERS’ ROBERTS: 


he met a need for improved machinery and publicity thereon 


of the farm equipment companies, and 
one of its oldest and sturdiest names, 
faced the year with its first stab at 
diversification—a $20 million chemical 
plant—still a-building and not due to 
open until 1954. Charlie Wiman saw 
the handwriting, cautioned his distribu- 
tors to practice “aggressive selling and 
good business management,” opined: 
“1953 will be another good year for the 
dealer who knows his products and ag- 
gressively works his territory” 

The optimism was lost soon after; 
Deere posted no exception to the indus- 
try pattern. With nothing to market 
but farm equipment, the Old Plow- 
maker found the same frozen ground as 
the others, slipped $12.5 million in 
sales (to $275.8 million at nine 
months), came up with poorest profits 
($2.74 for three quarters) since 1947. 
At that, increased defense shipments 
kept matters from being worse. 

The showing was far above that of 
industry's lesser lights—Minneapolis- 
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OLIVER’S McCORD: 


Moline, Case, Oliver — dramatizing 
Deere’s top position and product qual- 
ity. But the sole dependence on farm 
tools, which gave Moline profits su- 
premacy in the Demand Decade (19% 
average pretax margin, 1943-52) au- 
gured not at all well last year. Last 
autumn, like Brooklyn’s Dodgers, Mo- 
liners were waiting till next year. 
Much better off, Allis-Chalmers 
turned the September corner with a 
sales boost of $7 million over 1952. At 
half-time Allis volume was running 4% 
behind 1952. Third-quarter spurt came 
from industry’s first dynamic approach 
to the year’s need for improved ma- 
chinery and publicity thereon. At an 
August showing, rugged president Wil- 
liam A. Roberts unveiled some doosers: 
(1) a 45-horsepower tractor, stepped 
up in horses from another model at no 
rise in price, underselling competition 
by as much as $500; (2) A-C’s first all- 
crop, self-propelled harvester — long 
pushed hard by competitors; (3) the 


CASE’S BROWN: 
how're ya gonna keep profits when they're down on the farm? 























‘spinner plow” ($332-$341), a good 
idea and labor-saving investment; (4) 
the “quick-hitch” attachment coupler, 
which for $49 saved a few steps, but 
which (like Case’s “drive-in”) bordered 
on the frilly. A-C’s ad budget—by far 
industry's highest—was increased on 
farm items, concentrated hard on the 
vital “how-to-save” themes. In Novem- 
ber, Roberts reported farm equipment 
sales ahead of 1952. 

But more responsible for Allis’ show- 
ing was Roberts’ other division, general 
machinery. Last year’s 40% of total vol- 
ume lifted to over 45% in 1953. While 
the backlog of heavy electrical and in- 
dustrial tools fell $37 million from 
1952’s $242 million, this clanging di- 
versification bolstered suffering margins. 
Nine-month net was $4.86 vs. $6.17, 
would have been much lower on trac- 
tors alone. Added restrainer was the 
military's increased share of tractors at 
tight margins. Hurting further, at the 
stockholder’s end, was constant conver- 
sion of preferred stock to common, 
tamping down per share incomes. 

Bill Roberts firmed supply lines by 
merging engine-maker Buda Company 
and its $30 million sales. Much of this 
went to former-customer Allis (die- 
sels), but with the consolidation Rob- 
ets picked up entries into rail equip- 
ment and materials handling. And 
because Roberts likes to buy some 
diesels from General Motors, Buda 
figured to hold its long list of engine 
clients. 

Shifting his workforce from slow 
lines to hot ones, Roberts kept busy on 
vast orders like Atomic Energy Com- 
mission’s (delivery date: 1955), and 
transformers for Bonneville Dam 
(1956). While seeking profits in his 
weighty non-farm capacity, Bill Roberts 
detected a godsend in the changed 
farm machinery market: “It should help 
us to maintain closer controls over our 
costs” and force suppliers—like steel- 
makers—to take a more “common sense” 
approach to their prices. 

One steelmaker whose customer ros- 
ter does not normally list Allis-Chal- 
mers is International Harvester (its 
subsidiary, Wisconsin Steel, fills 60% 
of IH’s grey-metal needs). Massive, 
integrated, billion-dollar Harvester 
showed its heels to most tractor mak- 
ers in 1958. Although the third quarter 
saw IH’s first drastic production slashes 
since War II, nine-month sales lofted to 
$999.8 million vs. $981.5 million. More 
important, earnings at $2.56 were just 
a penny shy of 1952 period’s. 

Big John McCaffrey started his fiscal 
year amid tailings of a 90-day strike. 
But recovery came quickly enough to 
push first and second quarters above 
1952. IH farm dealers were aided by 
















































in the first quarter farm tractors fell 
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company’s immeasurable prestige. Still, _ 
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TACONITE COUNTRY: 


steel, trucks, refrigerators and rifles offset the farm pinch 


from 1952’s 18% of sales to 14%, other 
farm tools from 15% to 13%, binder- 
baler twine—a leading agricultural mar- 
ketable—from 2.5% to 0.7%. By summer, 
McCaffrey had put hustle in Har- 
vester’s bustle. He hit the hustings to 
pep dealers to the hard sell, offered dis- 
counts on a popular model of tractor 
to distributors who took it out and 
demonstrated it. He flooded trade mags 
with ads showing dealers how to sell 
the line. He threw an eight-page, four- 
color insert into 30 sectional farm 
papers—‘“the world’s biggest farm ma- 
chinery ad.” And he brought 5,000 
dealers back to Hinsdale, IIl., to show 
off 80 new and improved implements. 
Show stopper: the Farmall Super-C 
tractor with “Fast-Hitch,” same idea 
other tractormakers got up for easier 
accessory attachment, but glamorized 
at the Hinsdale midway (“IH Avenue 
of Progress”) to the point where skep- 
tical dealers were jumping with en- 
thusiasm. 

Effect on farm sales was a holding of 
the line. Tractors fell off 6% at nine 
months, other farm tools dropped 10%. 
Once-expendable twine, however, be- 
came a luxury and sales plummeted 
from $24 million to $10 million. 

Where McCaffrey more than made 
up the difference was in his tremendous 
diversification. In line with steel indus- 
try’s boom, Wisconsin shipments rolled 
from $25 million to $31 million. Norge 
refrigerators rose $3 million to $37 mil- 
lion. Trucks, taking nearly 25% of all 
volume, held their 1952 levels at $248 
million. And in defense work, where 
Harvester had coined $1382 million in 
the first three quarters of 1952, Mc- 
Caffrey counted up an imposing $171 
million. 


Gunmaking (the M1 Garand rifle) 


shot upwards to extended contracts to-- 


taling $32 million, scheduled Evans- 
ville’s (Ind.) refrigerator plant for 


around-the-clock operation into 1954. 
Bigger feather was Defense Depart- 
ment’s announcement that Harvester 
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would be sole supplier in 1954 of the 
five-ton truck. Output last year, entail- 
ing only token revisions on IH regular 
lines, put McCaffrey in line for man- 
ager-of-the-year kudos. Cost to U. S. 
had to be less than competition, yet 
margins were sufficient to offset the 
farm equipment squeeze, keep IH at 
year-ago’s earnings level. 


LABOR RELATIONS 


“THE BIGGEST trouble with industry is 
that it is full of human beings,” John 
McCaffrey told a graduating class of 
University of Chicago’s Executive Pro- 
gram. “The longer you are a president, 
the more firmly that fact will be riveted 
in your mind. That is why you will 
lose sleep. That is why your hair will 
first turn grey, then get thin, and then 
fall out altogether, unless you are 
lucky.” McCaffrey has not been too for- 
tunate. He has industry’s biggest and 
most sensitive labor relations problem. 
Last autumn, a welder at Evansville’s 
plant grumbled to Fores: “I wouldn't 
want my child to have to work for In- 
ternational Harvester. . . . IH shows 
little respect to the man who works for 
a living.” 

While this was the sternest of Har- 
vester worker comments, all indicated 
dissatisfaction. But the tone was not 
nearly so sharp as a year earlier. Then, 
18,000 men in eight IH plants staged 
a vicious three-months strike in the 
brick-throwing mob manner of the 
1930s. Company fixed blame on a “left 
wing” union (the Farm Equipment 
Workers), got tough over the union’s 
right to strike, wrapped up a contract 
“eliminating the worst abuses formerly 
practiced” by the labor group. In the 
year since, McCaffrey has applied farm 
equipment’s deftest employee relations 
touch. 

FEW has fallen from employee favor. 
By September, 5,000 workers—nearly 
80% of the fewer employees remaining 
in the strike-hit plants—had checked 
out of the union. 










But the result has not been all sweet- 
ness and light. While IH was hit by no 
major strikes last year, and investment 
analysts Glore, Forgan & Co. declared 
that “there is much evidence to support 
the belief that relations with employees 
themselves are good,” comments at 
Evansville were too often unkind: 
“Company publications are untrue.” .. . 
“Our union (United Auto Workers, not 
FEW) bargains in good faith but gets 
nowhere.” . . . “Publications are no 
good, never read them.” IH workers 
were quick to commend the union for 
gains—“They ve done a world of good” 
or “It has accomplished wonders!”— 
even though McCaffrey has made sub- 
stantial effort to win support by oiling 
the arbitration machinery, putting out 
what would be considered excellent 
employee magazines in other industries, 
intensively training supervisors. IH 
men ride the cost-of-living elevator, 
have gained 34c in three years, and 
when BLS revised its index McCaffrey 
was quick to press for unions’ accept- 
ance—to labor’s immediate gain. 

But all farm equipment makers were 
faced with serious employment troubles 
in depressed 1953. Layoffs were wide- 
spread and heavy. Most workers—even 
at Harvester—admitted company meth- 
ods—were completely fair, but job 
slashes are hardly conducive to good 
morale. At IH, May employment of 
67,000 ebbed to 58,000 by Labor Day. 
And by November, McCaffrey an- 
nounced 25% of his total farm equip- 
ment workforce—“10,000 to 12,000 
men”—were laid off. In Illinois, FEW 
beseiged Governor Stratton for unem- 
ployment relief for half of the 46,677 
industry workers who had been cut 
from payrolls in nine Midwest states. 

Also hit hard was Deere with a 20% 
reduction at its Waterloo tractor plant, 
Case with a layoff of “several hundred,” 
Minneapolis-Moline with shutdown of 
its Minneapolis hay baler factory and 
laying off of all 500 hands. In Moline, 
Deere people were philosophical about 
the business letdown and did not lose 
an abundant faith in the company. Pos- 
sibly no company of equal size in any 
industry does less conscious labor relat- 
ing than Deere, and surely very few 
achieve the same rapport. Deere’s in- 
dustrial relations director furnishes only 
one house organ (at Waterloo), puts 
out few employee letters, claims “we’re 
not interested in hearing about one an- 
other.” Case, on the other hand, keeps 
in touch via publications and manages 
almost as much esprit de corps. Typical 
worker comment: “I sure would buy 
stock in the company!” Another said, 
“I've been working here 25 years—I’m 
well satisfied,” and a third brushed off 
mention of a routine grievance at the 
plant with, “Well, some guys always 
gripe.” 


Minneapolis-Moline has an earnest 
publication staff editing Prairie Gold, 
a homey magazine overrun with exam- 
ples of the company’s tradition of 
grouping workers. Hobby clubs, sports 
teams, “Old Timers,” et. al. litter Min- 
ne-Mo plants with mixed effect. Of 
over 8,000 personnel, Minne-Mo boasts 
1,200 with 20 years or more service. 
But among those whose roots are shal- 
lower, praise of company is at best 
reserved. One Minneapolis molder re- 
flected an awareness of the outfit’s cri- 
tical position in an unstable year: “I 
expect to stick with this job as long as 
there is work.” 


Diversified Caterpillar and Allis- 


MINNE-MO MOLDER: 
the first requirement is a job 


Chalmers managed to transfer their 
workforce to going lines through most 
of 1953, but only Allis came up to late 
fall without a layoff. Surprisingly, A-C’s 
labor relations were poor for industry. 
Part of this traces back to a heated and 
prolonged strike in 1946 that ran the 
company into the red. A time clerk at 
LaPorte, Indiana reported: “Lack of 
interest (by employees) in the work is 
obvious,” and added, “We definitely 
need a union here—otherwise conditions 
would be miserable.” A-C shows little 
interest in house organs, but with- 
out Deere’s success-by-omission. One 
worker said company letters are “Ade- 
quate. If I get my hands on them.” 
Corroborated another: “We don’t see 
too many of them.” Most get their 
plant news from newspapers and union 
sheets. Bill Roberts could gain plenty 
by exposing as inaccurate this idea 
phrased by many A-C workers: “Our 
wages are about average—maybe a lit- 
tle lower than several companies.” 

At Caterpillar Tractor, despite lay- 
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offs of over 3,700 Peorians (60% of that 
city’s workforce works at Cat), labo 
feeling is excellent. It is due to map. 
agement’s yen for detail perfection, ex. 
ploration of every conceivable method 
of employee relations. The newspaper, 
Caterpillar Folks, is best of industry 
by any standard. It is big, bi-weekly, 
superbly produced. It covers Peoria’s 
plants the way a commercial news. 
paper reports on its city—skips Jabori- 
ous “features” for clever company and 
personnel highlights, turns out com- 
plete accounts of management moves 
and progress. Sample front page head- 
lines from one year-old edition: “Ap- 
proval of Wage Increase Sought in 
WSB Petitions” . . . “Expansion of KK 
Parking Lot Set to Start” . . . “Make 
Non-Economic Changes in Contract’ 
... “Shortage of Steel Delays Progress 
of Building NN”. . . . “Replace Pave- 
ment East of Foundry.” 

An intra-plant telephone system in- 
stalled last year chatters off and on 
about company doings, rebroadcasts 
management speeches. Workers indi- 
cated to ForsBes an overwhelming ap- 
preciation of being kept up-to-date; 
many read the annual report. Response 
to the information and “pep talks’ 
shows up in sales and earnings. Ex- 
horted a machinist at Caterpillar: 
“Working conditions are above scale. 
. .. I’ve worked in a lot of other places 
and I think they’re a lot better here. 
. . . I'd say possibly 85 per cent of 
people I have contact with here like 
their jobs.” 


PUBLIC AND 
COMMUNITY RELATIONS 


ASKED LAST YEAR why a $432 million 
company like Deere found it unneces- 
sary to advertise in national popular 
media, an executive drawled: “Farmers 
get our story in their trade journals and 
by word of mouth—the rest of the peo- 
ple in the world don’t interest us any 
more than we'd interest them.” 

For biggies, the attitude makes for a 
negative and successful program. Skep- 
tical of big-city pressure, farmers 
squint-eye the product’s reputation and 
the salesman’s sincerity. A company’s 
franchise often rides or falls on the 
amiability of its dealer-representatives. 
Where the distributor is the town’ 
Good Joe, a farm equipper’s public re- 
lations problem is all but solved. 

Deere is the outstanding example 0 
toned-down releases, toned-up dealers. 
Its ads are institutional, appear in far- 
mer publications, aim at public service. 
Its distributors are well-schooled, trek 
out to clients’ pastures to help set up 
and run the machine. And execs are big 
men in headquarters town Moline; de- 
spite a hankering for Chicago club life, 
prexy Charles Wiman is known by 2 
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ght in The Minneapolis & St. Louis in 1953 is a completely 

of KK modern Railway, staffed and equipped for its special- 
Make ized job: 

ntract” ° a ‘ 

ogiie Fast Freight Service in the Great Midwest 

» Pave- Under the present management, the M. & St. L. has 

been rebuilt, physically and financially, in the past 

em in- 18 years. 

ind on 

adcasts SOME FACTS ABOUT THE M. & ST. L. 

s indi- Locomotives: all the new and more efficient Diesels, 






73 units. 
Freight Cars: 4,000, nearly all new since 1944. 
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o-date; 














>sponse New Depots, Shops and Bridges: scores of old 
talks” structures replaced. 

zs. Ex- Major Projects: new general office in Minneapolis 

rpillar: and three Diesel service buildings. 

» scale. Yards and Shops: rebuilt and modernized at Minne- 

- places apolis, Marshalltown and other terminals. 

r here All Improvements: paid for or being paid for from 

sal of earnings. 

os like The M. & St. L. is one of the few railroads without 


bonded debt. Only capital is 600,000 shares of 
common stock. 

Since 1935, operating revenue has tripled, totaling 
$22,901,000 in 1952. 

Employes number about 2,800. Total payroll, $11,- 
403,000 in 1952, nearly three times that of 1935. 
Taxes totaled $2,861,000 in 1952, paid to federal, 
state and local governments, equal to $4.77 per share 
of stock. 

The M. & St. L. operates 1,397 miles of main track: 
399 in Minnesota; 155 in South Dakota; 753 in Iowa 
and 89 in Illinois. Serves 225 cities and towns. 
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25 for a lines, creating additional freight traffic. 

. Skep- Traffic department, strongly staffed and operating 
Farmers 36 offices throughout the U. S., works aggressively to 
‘on and secure freight, including “bridge line’ traffic from 






connecting roads as well as shipments to and from 
points on line. 
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STEEL 


Roarinc away from. strike-stricken 
1952 in high, the industry teemed 
almost 95,000,000 ingot tons by Octo- 
ber’s end vs. 74,000,000 tons in 1952’s 
ten months, promised 111,000,000 tons 
for the year—heaviest output in _his- 
tory. By summer, production perform- 
ance had erased insatiable demand, 
prompted this warning from United 
States Steel Chairman Benjamin F. 
Fairless: “The steel industry is going 
to find itself with too much capacity 
in a very short time.” 

In April, when Washington washed 
out price pegs, finished steel prices 
rose about $4 a ton. By fall, compe- 
tition forced all mills to absorb freight 
on plentiful shapes to hold distant cus- 
tomers. Companies long accustomed to 
premium prices quietly slipped into 
line. 

Far from scaring old-time metal men, 
the easing market brought sighs of 
well-earned relief. “I for one,” insisted 
Republic Steel Corporation’s President 
Charles M. White, “cannot see any- 
thing in the near future to scare us... 
100% operation of our mills is wasteful 
and extravagant. . . . It means strain- 
ing to extract another ton of ore. 
another ingot. It means overtime pay 
on a large scale. Under capacity opera- 
tion we find it difficult to supply cus- 
tomer demand. They may not like it 
and go elsewhere. In order to avert 
that we go a long way to oblige them. 
In fact, we may lose money on an 
order just to service it. 

“On the other hand, 88% or 90% 
operation is efficient. Labor is more 
responsive and consequently more pro- 
ductive. We don’t have to work over- 
time . . . we don't have to pay pre- 
mium prices for materials and services 
. .. our machines and mills can operate 
at the most profitable pace . . . we can 
give good service. .. .” 





Management 


United States Steel ($2,988)* 
Bethlehem Steel (1.610) 

Republic Steel (757.8) 

Jones & Laughlin (577.7) 

National Steel (496.6) 

Youngstown Sheet & Tube (479.2). . 
Armco (464.1) 

Inland Steel (400.8) 

Wheeling Steel (228.2) 

Colorado Fuel & Iron (215.4)+.... 
Crucible Steel (157.0) 

Allegheny Ludlum Steel (140.5)... . 


1953. 


Public & 
Community Stockholder 
Relations Relations 


95 90 
85 90 
80 
85 


Labor 
Relations 


* In parentheses: Assets (in millions) as of December 31, 1953. + Assets of June 30, 





BETHLEHEM’S GRACE, U. S. STEEL’S FAIRLESS: 
“steel plants-were never intended to operate at 100% of capacity” 


MANAGEMENT 

IN A YEAR when no operator was poor, 
top honors for management excellence 
went to Armco Steel Corporation and 
Republic, both of whom show as much 
genius in merchandising as in manu- 
facturing. At the same time, president 
Edward J. Hanley’s Allegheny Ludlum 
Steel lifted nine-month sales higher 
(57%) than anyone else. And Colorado 
Fuel & Iron Corporation appeared to 
have established a firm profit base for 
the first time in its 81 years. 

In New York last year, slight, soft- 
spoken Chairman Charles R. Hook 
fondly remarked “the sun never sets on 
Armco.” For an accurate count of 
plants, factories and warehouses he 
called on an aide. Besides nine steel 
mills and 46 fabricating units in the 
U. S. and Canada, 50-year-veteran 
Hook runs outlets in more than 100 
countries and _ territories. Although 
Armco is fully integrated from mine 
to market and is basically a steel pro- 
cucer, its fame, like Republic’s, has 
recently been enhanced by its ability 
to sell. To move from tenth place to 
seventh in 20 years, Armco has fol- 
lowed a simple formula: (1) Devise a 
new product at least once a year; (2) 
get out and sell it; (3) keep expanding 
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to meet the newly created demand. 
Dissatisfied with merely turning 
know-how to products like newly intro- 
duced aluminized steel, wrought diesel 
wheels, steel bridge planking, Hook is 
selling the know-how itself. Technical 
aid contracts were signed between two 
British companies and Armco for in- 
struction in production of oriented elec- 
trical steels. In all the hubbub of pace 
setting, Armco figures its break-even 
point (on that portion of operations 
where such a figure has any signif- 
cance) “for the period January 1, 1950 
to June 30, 1953 is 18% less than it 
averaged for the January 1, 1946 
through December 1, 1949 period.” 
“When it is remembered _ that 
throughout the later period,” says Se- 
bald, “wage rates and the costs of all 
materials and services increased in 
greater proportion than the selling price 
of the product, this reduction in “break- 
even point’ is even more significant.” 
Realizing the difficulty in computing 
the lowest rate of operation at which 
he can make money, Republic’s White 
says simply: “Our break-even point has 
been improving constantly since 1946.” 
Current figures bear him out. While 
Armco (only partially crippled by last 
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Arturo Toscanini conducting “Death and Transfiguration,” Opus 24, by Richard Strauss 


RCA High Fidelity brings you 


every musical note ! 


RCA Victor High Fidelity is the result of a half cen- 
tury of leadership in recorded music, phonograph re- 
search and development of radio and motion picture 
sound equipment. It is a new dimension in sound 
created by the perfect union of recorded music and 
the phonograph. 


A genuine high fidelity instrument re-creates the 
full range of tones and overtones of the original com- 
position —exactly as the composer intended. The pre- 
cise balance of sounds from the highest to the lowest 
must be maintained if perfection is to be achieved 
free of distortion. 


“Victrola”® phonographs, Victor records, and “inter- 
matched” high fidelity equipments for those who want 
to assemble their own units—all are designed to work 
together to bring the brilliance of the original per- 
formance into the home. Now, with RCA High Fidel- 


ity instruments, you can hear the full gamut of the 
orchestra—from the shimmer of the cymbals to the 
beat of the tom-tom. You can hear your favorite music 
as it would sound if you were in the presence of the 
recording orchestra and artists. 


True Hi-Fi—as in RCA Victor instruments and com- 
ponents— embraces the entire scale of tones from the 
rich lows to the colorful highs. There is nothing miss- 
ing ... the sounds reach the ear in their proper pro- 
portion and relation. 


The nation-wide interest in high fidelity reflects the 
public’s growing taste for the highest quality music. 
Developments by RCA scientists and engineers now 
make it possible for you to enjoy this new musical 
experience. Visit your RCA Victor dealer and hear 
the new Hi-Fi models of “Victrola” phonographs, 
Victor records and “intermatched” components. 


® RapIO CORPORATION OF AMERICA 


World leader in radio — first in television 
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Bic NEws in 1953 was the sag in well- 
being of the nation’s 6,500,000 farm- 
ers. It held far-reaching political signifi- 
cance, big question marks for econ- 
omists blueprinting future Gross Na- 
tional Product. Its first and most direct 
effect, of course, was a pitchfork stab at 
the breadbasket of the farm equipment 
industry. 

Behind the drop in gross farm in- 
come—which fell to $30.5 billion vs. 
$33 billion in 1952—was the recovery 
of European agriculture. Farm exports 
dropped to between $2 and $2.3 billion 
from $3.4 billion. With their overseas 
market truncated, farmers looked to 
Government. Reported the New York 
Times: “All told, total Government 
commitments under the price support 
program had passed the $4 billion mark 
by the end of September, and prospects 
were that by the end of the fiscal year 
the figure would be a good deal nearer 


$5 billions.” But hurting gross receipts 
was the blighted Southwest wheat area 
and the cattle industry, whose beef 
pr.ducts dropped drastically in price 
and were not covered by subsidy. So 
the overall rise in commodity prices 
during 1953's last half and the U. S. 
handouts could not correct the slide in 
total income. And while production 
costs also eased, the gap in farmer’s 
takehome continued to narrow: net 
cash income fell by 12%. Retail sales of 
tractors, keystone of the equipment 
trade, were down 16% by November. 
$1.95 billion vs. $2.32 billion. 
Ironically, tractor makers seemed not 
alert to the situation. They entered the 
year with unfounded optimism, based 
on the artificial dimensions their indus- 
try had assumed during the Korean 
War. Statisticians insisted that normal 
replacement demand and net additions 
to existing tractor stocks called for 


FARM MACHINERY 





Management 
International Harvester ($1,091)... 95 
ean cs tke ee kt 85 
Allis-Chalmers ($360)* .......... 90 
Caterpillar ($254) .............. 95 
DINED scvcncescveesces 65 
SR ee a 75 
Minneapolis-Moline ($84) ........ 80 


In parentheses: Assets (in millions) fiscal years ended October 31, 1952. * As of De- 
cember $1, 1952. 
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production of 375,000 tractors—1,500 a 
day on a one-shift, 40-hour week. And 
the industry’s inflated capacity of 2,700 
units a day had been knocking out an 
annual average of 425,000 during 
fabulous 1948-52. 

Gears were set in January to feed 
2,112 tractors a day to the market. But 
first-quarter sales fell by nearly 50%. 
By July, industry found itself silo-deep 
in inventory, realized finally that the 
expected demand just wasn’t there. 
Schedules were cut almost in half; in 
the second half, production averaged 
1,160 tractors a day. But the brake was 
not applied soon enough, and dealers 
faced a pennypinching market with 
warehouses full. 

A Deere distributor in Minnesota 
reported rivals were cutting equipment 
by 15%. Said an independent dealer: 
“We offered one farmer $600 on a used 
combine; then he made a deal with 
another dealer who gave $1,400 on the 
old machine on a $2,200 new one.” 
Summed up a worried Michigander: 
“Within another year, 50% of the deal- 


ers around here will be out of busi- 
ness.” 


MANAGEMENT 


CATERPILLAR TRACTOR’S executive VP 
A. T. Brown summed it all up: “Our 
problem is the adjustment to a buyers’ 
market and to lower sales volume; and 
the necessity for reduction of costs . . . 
for lower levels of operation.” In un- 
snarling this one, Cat management 
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achieved industry’s outstanding results 
(see charts). Maintaining a sales level 
$19 million below 1952’s $361 million 
for the first nine months, Caterpillar 
alone among farm equipment’s big 
companies raised nine-month earnings 
($4.20 vs. $4.18 for 1952 and a 1950-52 
average $4.16). The answer: a shift in 
gears from farm tractors, which pow- 
ered the 87% volume growth from 1949 
to 1952, to construction earthmovers. 

Caterpillar’s industry position is 
unique. As VP Brown says: “Farm ma- 
chinery does not make up even half 
the sales total.” Cat’s all-diesel line of 
crawler tractors—accounting for 50% of 
all track-type haulers produced in the 
U.S.—includes bulldozers, earth scrap- 
ers, rippers, road graders side-boom 
pipelayers, log haulers, snow movers. 
Marine engines, crop pickers and spray- 
ers, combines and pneumatic-tired trac- 
tors round out the fleet. When farm 
markets softened last year, road build- 
ing and heavy construction remained in 
the ascendancy. Cat nimbly shifted 
production emphasis at its sprawling 
Joliet works. 

While farm equipment slowed, Cat’s 
other products were hotcakes and presi- 
dent L. B. Neumiller hiked prices. 
Against rising costs, margins held. In 
the year through September, Caterpil- 
lar net counted 16.5% of book value; 
in the decade through 1952, Cat’s aver- 
age was 16.4%. The other six of the 
Big Seven averaged 12.3% in the prior 
decade but only 10% in the twelve 
months through September. 

But Neumiller kept his fourth-big- 
gest share of farm equipment, empha- 
sized product superiority. Cat’s diesels 
have a ‘top reputation—in and out of 
farm equipment—for operating effi- 
ciency. Last year, Neumiller strength- 
ened his relatively limited farm line by 
adding hydraulic tool bars to tractors, 
facilitating attachment of cultivators 
and rowing accessories. Spurred by an- 
nouncement that General Motors would 
enter its earthmoving market in three 
to five years, Caterpillar spent $35 
million to complete a $155 million ex- 
pansion program begun in 1946, Ca- 
pacity for both farm and construction 
tools was more than doubled at home- 
base Joliet, assembly lines for crawler 
tracks were laid down in York, Pa. 

Indications that diversification paid 
off for Caterpillar during industry’s em- 
battled summer appear in third-quarter 
reported sales, up by $6 million. Fur- 
ther, Cat had a superior military sup- 
ply position. Cat’s heavy equipment 
had been ordered by armed forces ex- 
actly as it came off the lines; as defense 
orders dwindled, the same machines 
were sold to civilians. 

Minneapolis-Moline, however, held 
its defense contracts, at year-end re- 
ported its $3 million-a-month ammuni- 
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INT. HARVESTE 
THE BIG TWO set industry pattern 
through September—a sales rise (white 
bars) and a profits dip (shaded bars). 
Black bars show average 1950-52. 
Established tractor leadership for 
both, and truck business for I-H, 
helped the top two in a tough market. 


AVERAGE, 
FIRST NINE MONTHS 
1950-51-52 = 100 
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. ALLIS-CHALMERS CATERPILLAR 


DIVERSIFIED PAIR kept top volume 
and good earnings by keeping away 
from farm equipment. A-C’s electrical- 
machinery sales jumped from 40% to 
50% of gross; Cat’s earthmovers moved 
fast in building boom. Added help to 
Caterpillar : its sales to the military are 
“civilian” lines, obviating any retool- 
ing effort. 
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Oe 1. CASE OLIVER MINN.-MOLINE 


TRAMPLED TRIO suffered from near- 
100% dependence on farm tools. Mar- 
gin-tightening to hold volume killed 
profits. As it was, volume got some 
nourishment from defense contracts— 
but such low-margin business didn’t do 
much for profits. , 
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tion volume was rising sharply. Because 
of it, M-M passed the nine-month mark 
with industry's biggest percentage sales 
gain: $77 million vs. $65 million. But 
president Warren MacFarlane’s earn- 
ings backfired. Reason: summer was. a 
tough row to hoe. March farm equip- 
ment volume was company’s highest in 
history (up 15% over 1952), and the 
important July quarter also posted a 
sales record. But to get it, MacFarlane 
had to cut margins to the bone. 

Net for April’s quarter, following a 
January deficit, climbed to $1.65 vs. 
90c. After that, severe market competi- 
tion again set in. Third quarter at 55c 
was off 63% from 1952’s $1.50. Ammo 
production, while firing volume and al- 
lowing MacFarlane to transfer idling 
manpower and capacity, was no great 
help to profits. 

M-M’s solid entrenchment in North- 
west grain territory held farm volume 
to a 10% nine-month falloff. Introduc- 
tion of a mammoth, new-type corn 
husker got farmer raves as did the new 
“uni-Tractor” adaptable chassis. Mac- 
Farlane kept ad costs at 1952 levels, 
went after recently-acquired Southern 
markets (by 1951 purchase of equipper 
B. F. Avery) by adding plant in Louis- 
ville, warehouses in Atlanta and Texas. 
Lack of a recession-resistant sideline 
hurt Minneapolis-Moline in 1953, but a 
hardened core of topnotch salesmen 
kept the seventh-biggest farm tool- 
maker very much in the running. 

Collapsing in the heat of battle was 
fourth-largest J. I. Case. New president 
John T. Brown pondered his produc- 
tion dilemma: “If you have one tractor 
too few, there’s a shortage. If you have 
one too many, there’s a surplus. Then 
the farmer can defer buying because he 
knows he can get a piece of equipment 
whenever he wants it.” Case’s custom- 
ers wasted no time discovering the sur- 
plus. Nine-month sales dropped 30% to 
$85.5 million—lowest level in years. 
Case did not report quarterly earnings 
until pressured this year by the New 
York Stock Exchange to do so. But the 
13c net announced for 1953’s first nine 
months compared with an estimated 
average of $3.85 for the same periods 
1950-52. 

Part of the reason was non-recurring 
costs: Case sold $25 million in deben- 
tures to boost working funds to $68 
million, expanded or built plants and 
sales buildings in three domestic sites, 
three foreign ones. But Case’s good 
record for selling in the bumper period 
just passed—volume was doubled in 
1948, maintained through 1952 — 
changed colors in hard times. In tell- 
ing July, sales fell 20%. 

Case’s line does not suffer from repu- 
tation. A Deere official in Case-located 
Moline, IIl., calls it “one of the best 
for tractors.” It was also vastly im- 








proved with dieselization in June. But 
market resistance came to some of 
Case’s frillier innovations: push-button 
operated tractors with power steering, a 
“drive-in” corn picker for simplified 
hitching. Trade press complained about 
this gadgetry, and farmers, needing 
cost-savers more than comfort, shied 
from spending tough dollars for it. 
Given a half year to study his Case, 
young boss Brown will soon have to 
show profitable methods to hold his 
own against competition. 

At $115 million Oliver, president 
King McCord managed to get third 
period net close to last year’s (35c vs. 
42c) on a $6 million volume surge. 
Strangely, the profits boost came from 
defense, which counted $26 million in 
the first nine months vs. $18 million for 
all of 1952. Heavy setting-up outlays in 
the Battle Creek bomber body plant 
had diluted net since the 1951 pur- 
chase. Last summer production began 
paying off. But Oliver ran into the same 
tractor squeeze as did other smaller 
tractor makers, lost out badly in the 
battle for the farmer. Equipment vol- 
ume, said McCord, fell 20% for the 
year. 

Heavy expenditures and amortiza- 
tion costs allowed for little flexibility in 
tractor markdowns. When competition 
forced them, Oliver sank to the red in 
the first quarter, managed a halved 
profit in the second. Still, McCord con- 
tinued to buy expansion: to the Far- 
quhar accessories line ($10 million vol- 
ume) bought up in 1952, he added 
West Coast’s Be-Ge Manufacturing 
($2.7 million sales) last November. 
Given his first Pacific entry, McCord 
can now place marketing chips outside 
the suffering Midwest. For extra di- 
versification, Oliver spread to Caterpil- 
lar’s lair by introducing two crawler 
tractors, added several other new tools 
to his line. 

The management moves were ac- 
cording to Hoyle, but Chicagoan Mc- 
Cord was hampered in executing them 
by an already shriveled cash reserve, 
had to raise funded debt from 1952’s 
$3.1 million to $18.1 million. The 
added costs, plus added inventory, ate 
up earnings and dug into cash, made it 
unlikely that the already-paid $1.20 
dividend would not be covered by 
final net income, not to mention pros- 
pects for 1954. 

In the center of things at Moline, 
Deere mailed out its 16th straight $1.40 
dividend, earned all but 7c of it in 
April quarter to make it as secure as 
ever. But prexy Charles Deere Wiman 
& Co. found last year’s happy forecasts 
plowed under. VP Edmund Cook had 
predicted: “The farmer won’t quit buy- 
ing.” Seconded Treasurer Kennedy: if 
the industry does bog down, “I don’t 
believe it will hurt Deere.” The class 


ALLIS-CHALMERS’ ROBERTS: 


he met a need for improved machinery and publicity thereon 


of the farm equipment companies, and 
one of its oldest and sturdiest names, 
faced the year with its first stab at 
diversification—a $20 million chemical 
plant—still a-building and not due to 
open until 1954. Charlie Wiman saw 
the handwriting, cautioned his distribu- 
tors to practice “aggressive selling and 
good business management,” opined: 
“1953 will be another good year for the 
dealer who knows his products and ag- 
gressively works his territory” 

The optimism was lost soon after; 
Deere posted no exception to the indus- 
try pattern. With nothing to market 
but farm equipment, the Old Plow- 
maker found the same frozen ground as 
the others, slipped $12.5 million in 
sales (to $275.8 million at nine 
months), came up with poorest profits 
($2.74 for three quarters) since 1947. 
At that, increased defense shipments 
kept matters from being worse. 

The showing was far above that of 
industry's lesser lights—Minneapolis- 


M-M’S McFARLANE: 
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OLIVER’S McCORD: 
how're ya gonna keep profits when they're down on the farm? 


Moline, Case, Oliver — dramatizing 
Deere’s top position and product qual- 
ity. But the sole dependence on farm 
tools, which gave Moline profits su- 
premacy in the Demand Decade (19% 
average pretax margin, 1943-52) au- 
gured not at all well last year. Last 
autumn, like Brooklyn’s Dodgers, Mo- 
liners were waiting till next year. 
Much better off, Allis-Chalmers 
turned the September corner with a 
sales boost of $7 million over 1952. At 
half-time Allis volume was running 4% 
behind 1952. Third-quarter spurt came 
from industry’s first dynamic approach 
to the year’s need for improved ma- 
chinery and publicity thereon. At an 
August showing, rugged president Wil- 
liam A. Roberts unveiled some doosers: 
(1) a 45-horsepower tractor, stepped 
up in horses from another model at no 
rise in price, underselling competition 
by as much as $500; (2) A-C’s first all- 
crop, self-propelled harvester — long 
pushed hard by competitors; (3) the 


CASE’S BROWN: 
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‘spinner plow” ($332-$341), a good 
idea and labor-saving investment; (4) 
the “quick-hitch” attachment coupler, 
which for $49 saved a few steps, but 
which (like Case’s “drive-in”) bordered 
on the frilly. A-C’s ad budget—by far 
industry's highest-was increased on 
farm items, concentrated hard on the 
vital “how-to-save” themes. In Novem- 
ber, Roberts reported farm equipment 
sales ahead of 1952. 

But more responsible for Allis’ show- 
ing was Roberts’ other division, general 
machinery. Last year’s 40% of total vol- 
ume lifted to over 45% in 1953. While 
the backlog of heavy electrical and in- 
dustrial tools fell $37 million from 
1952’s $242 million, this clanging di- 
versification bolstered suffering margins. 
Nine-month net was $4.86 vs. $6.17, 
would have been much lower on trac- 
tors alone. Added restrainer was the 
military’s increased share of tractors at 
tight margins. Hurting further, at the 
stockholder’s end, was constant conver- 
sion of preferred stock to common, 
tamping down per share incomes. 

Bill Roberts firmed supply lines by 
merging engine-maker Buda Company 
and its $30 million sales. Much of this 
went to former-customer Allis (die- 
sels), but with the consolidation Rob- 
ets picked up entries into rail equip- 
ment and materials handling. And 
because Roberts likes to buy some 
diesels from General Motors, Buda 
figured to hold its long list of engine 
clients. 

Shifting his workforce from slow 
lines to hot ones, Roberts kept busy on 
vast orders like Atomic Energy Com- 
mission’s (delivery date: 1955), and 
transformers for Bonneville Dam 
(1956). While seeking profits in his 
weighty non-farm capacity, Bill Roberts 
detected a godsend in the changed 
farm machinery market: “It should help 
us to maintain closer controls over our 
costs” and force suppliers—like steel- 
makers—to take a more “common sense” 
approach to their prices. 

One steelmaker whose customer ros- 
ter does not normally list Allis-Chal- 
mers is International Harvester (its 
subsidiary, Wisconsin Steel, fills 60% 
of IH’s grey-metal needs). Massive, 
integrated, billion-dollar Harvester 
showed its heels to most tractor mak- 
ers in 1958. Although the third quarter 
saw IH’s first drastic production slashes 
since War II, nine-month sales lofted to 
$999.8 million vs. $981.5 million. More 
important, earnings at $2.56 were just 
a penny shy of 1952 period’s. 

Big John McCaffrey started his fiscal 
year amid tailings of a 90-day strike. 
But recovery came quickly enough to 
push first and second quarters above 
1952. IH farm dealers were aided by 
company’s immeasurable prestige. Still, 
in the first quarter farm tractors fell 


January 1, 1954 





McCAFFREY: 
steel, trucks, refrigerators and rifles offset the farm pinch 


from 1952’s 18% of sales to 14%, other 
farm tools from 15% to 18%, binder- 
baler twine—a leading agricultural mar- 
ketable—from 2.5% to 0.7%. By summer, 
McCaffrey had put hustle in Har- 
vester’s bustle. He hit the hustings to 
pep dealers to the hard sell, offered dis- 
counts on a popular model of tractor 
to distributors who took it out and 
demonstrated it. He flooded trade mags 
with ads showing dealers how to sell 
the line. He threw an eight-page, four- 
color insert into 80 sectional farm 
papers—“the world’s biggest farm ma- 
chinery ad.” And he brought 5,000 
dealers back to Hinsdale, IIl., to show 
off 80 new and improved implements. 
Show stopper: the Farmall Super-C 
tractor with “Fast-Hitch,” same idea 
other tractormakers got up for easier 
accessory attachment, but glamorized 
at the Hinsdale midway (“IH Avenue 
of Progress”) to the point where skep- 
tical dealers were jumping with en- 
thusiasm. 

Effect on farm sales was a holding of 
the line. Tractors fell off 6% at nine 
months, other farm tools dropped 10%. 
Once-expendable twine, however, be- 
came a luxury and sales plummeted 
from $24 million to $10 million. 

Where McCaffrey more than made 
up the difference was in his tremendous 
diversification. In line with steel indus- 
try’s boom, Wisconsin shipments rolled 
from $25 million to $31 million. Norge 
refrigerators rose $3 million to $37 mil- 
lion. Trucks, taking nearly 25% of all 
volume, held their 1952 levels at $248 
million. And in defense work, where 
Harvester had coined $132 million in 
the first three quarters of 1952, Mc- 
Caffrey counted up an imposing $171 
million. 

Gunmaking (the M1 Garand rifle) 
shot upwards to extended contracts to- 
taling $32 million, scheduled Evans- 
ville’s (Ind.) refrigerator plant for 
around-the-clock operation into 1954. 


_ Bigger feather was Defense Depart- 


ment’s announcement that Harvester 
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I-H TRUCK IN TACONITE COUNTRY: 


would be sole supplier in 1954 of the 
five-ton truck. Output last year, entail- 
ing only token revisions on IH regular 
lines, put McCaffrey in line for man- 
ager-of-the-year kudos. Cost to U. S. 
had to be less than competition, yet 
margins were sufficient to offset the 
farm equipment squeeze, keep IH at 
year-ago’s earnings level. 


LABOR RELATIONS 


“THE BIGGEST trouble with industry is 
that it is full of human beings,” John 
McCaffrey told a graduating class of 
University of Chicago’s Executive Pro- 
gram. “The longer you are a president, 
the more firmly that fact will be riveted 
in your mind. That is why you will 
lose sleep. That is why your hair will 
first turn grey, then get thin, and then 
fall out altogether, unless you are 
lucky.” McCaffrey has not been too for- 
tunate. He has industry’s biggest and 
most sensitive labor relations problem. 
Last autumn, a welder at Evansville’s 
plant grumbled to Fores: “I wouldn't 
want my child to have to work for In- 
ternational Harvester. . . . IH shows 
little respect to the man who works for 
a living.” 

While this was the sternest of Har- 
vester worker comments, all indicated 
dissatisfaction. But the tone was not 
nearly so sharp as a year earlier. Then, 
18,000 men in eight IH plants staged 
a vicious three-months strike in the 
brick-throwing mob manner of the 
1930s. Company fixed blame on a “left 
wing” union (the Farm Equipment 
Workers), got tough over the urion’s 
right to strike, wrapped up a contract 
“eliminating the worst abuses formerly 
practiced” by the labor group. In the 
year since, McCaffrey has applied farm 
equipment’s deftest employee relations 
touch. 

FEW has fallen from employee favor. 
By September, 5,000 workers—nearly 
30% of the fewer employees remaining 
in the strike-hit plants—had checked 
out of the union. 











But the result has not been all sweet- 
ness and light. While IH was hit by no 
major strikes last year, and investment 
analysts Glore, Forgan & Co. declared 
that “there is much evidence to support 
the belief that relations with employees 
themselves are good,” comments at 
Evansville were too often unkind: 
“Company publications are untrue.” . . . 
“Our union (United Auto Workers, not 
FEW) bargains in good faith but gets 
nowhere.” . . . “Publications are no 
good, never read them.” IH workers 
were quick to commend the union for 
gains—“They've done a world of good” 
or “It has accomplished wonders!”— 
even though McCaffrey has made sub- 
stantial effort to win support by oiling 
the arbitration machinery, putting out 
what would be considered excellent 
employee magazines in other industries, 
intensively training supervisors. IH 
men ride the cost-of-living elevator, 
have gained 34c in three years, and 
when BLS revised its index McCaffrey 
was quick to press for unions’ accept- 
ance—to labor’s immediate gain. 

But all farm equipment makers were 
faced with serious employment troubles 
in depressed 1953. Layoffs were wide- 
spread and heavy. Most workers—even 
at Harvester—admitted company meth- 
ods—were completely fair, but job 
slashes are hardly conducive to good 
morale. At IH, May employment of 
67,000 ebbed to 58,000 by Labor Day. 
And by November, McCaffrey an- 
nounced 25% of his total farm equip- 
ment workforce—“10,000 to 12,000 
men”—were laid off. In Illinois, FEW 
beseiged Governor Stratton for unem- 
ployment relief for half of the 46,677 
industry workers who had been cut 
from payrolls in nine Midwest states. 

Also hit hard was Deere with a 20% 
reduction at its Waterloo tractor plant, 
Case with a layoff of “several hundred,” 
Minneapolis-Moline with shutdown of 
its Minneapolis hay baler factory and 
laying off of all 500 hands. In Moline, 
Deere people were philosophical about 
the business letdown and did not lose 
an abundant faith in the company. Pos- 
sibly no company of equal size in any 
industry does less conscious labor relat- 
ing than Deere, and surely very few 
achieve the same rapport. Deere’s in- 
dustrial relations director furnishes only 
one house organ (at Waterloo), puts 
out few employee letters, claims “we're 
not interested in hearing about one an- 
other.” Case, on the other hand, keeps 
in touch via publications and manages 
almost as much esprit de corps. Typical 
worker comment: “I sure would buy 
stock in the company!” Another said, 
“I've been working here 25 years—I’m 
well satisfied,” and a third’ brushed off 
mention of a routine grievance at the 
plant with, “Well, some guys always 
gripe.” 


Minneapolis-Moline has an earnest 
publication staff editing Prairie Gold, 
a homey magazine overrun with exam- 
ples of the company’s tradition of 
grouping workers. Hobby clubs, sports 
teams, “Old Timers,” et. al. litter Min- 
ne-Mo plants with mixed effect. Of 
over 8,000 personnel, Minne-Mo boasts 
1,200 with 20 years or more service. 
But among those whose roots are shal- 
lower, praise of company is at best 
reserved. One Minneapolis molder re- 
flected an awareness of the outfit’s cri- 
tical position in an unstable year: “I 
expect to stick with this job as long as 
there is work.” 


Diversified Caterpillar and Allis- 





MINNE-MO MOLDER: 
the first requirement is a job 


Chalmers managed to transfer their 
workforce to going lines through most 
of 1953, but only Allis came up to late 
fall without a layoff. Surprisingly, A-C’s 
labor relations were poor for industry. 
Part of this traces back to a heated and 
prolonged strike in 1946 that ran the 
company into the red. A time clerk at 
LaPorte, Indiana reported: “Lack of 
interest (by employees) in the work is 
obvious,” and added, “We definitely 
need a union here—otherwise conditions 
would be miserable.” A-C shows little 
interest in house organs, but with- 
out Deere’s success-by-omission. One 
worker said company letters are “Ade- 
quate. If I get my hands on them.” 
Corroborated another: “We don’t see 
too many of them.” Most get their 
plant news from newspapers and union 
sheets. Bill Roberts could gain plenty 
by exposing as inaccurate this idea 
phrased by many A-C workers: “Our 
wages are about average—maybe a lit- 
tle lower than several companies.” 

At Caterpillar Tractor, despite lay- 
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offs of over 3,700 Peorians (60% of that 
city’s workforce works at Cat), labo 
feeling is excellent. It is due to map. 
agement’s yen for detail perfection, ex. 
ploration of every conceivable method 
of employee relations. The newspaper, 
Caterpillar Folks, is best of industry 
by any standard. It is big, bi-weekly, 
superbly produced. It covers Peoria’ 
plants the way a commercial news. 
paper reports on its city—skips Jabori. 
ous “features” for clever company and 
personnel highlights, turns out com. 
plete accounts of management moves 
and progress. Sample front page head. 
lines from one year-old edition: “Ap- 
proval of Wage Increase Sought in 
WSB Petitions” . . . “Expansion of KK 
Parking Lot Set to Start” . . . “Make 
Non-Economic Changes in Contract’ 
... “Shortage of Steel Delays Progress 
of Building NN”. . . . “Replace Pave- 
ment East of Foundry.” 

An intra-plant telephone system in- 
stalled last year chatters off and o 
about company doings, rebroadcasts 
management speeches. Workers _indi- 
cated to ForBes an overwhelming ap- 
preciation of being kept up-to-date; 
many read the annual report. Response 
to the information and “pep talks’ 
shows up in sales and earnings. Ex- 
horted a machinist at Caterpillar: 
“Working conditions are above scale. 
. .. I’ve worked in a lot of other places 
and I think they’re a lot better here. 
. . . I'd say possibly 85 per cent of 
people I have contact with here like 
their jobs.” 


























































































































































































































PUBLIC AND 
COMMUNITY RELATIONS 


ASKED LAST YEAR why a $432 million 
company like Deere found it unneces- 
sary to advertise in national popular 
media, an executive drawled: “Farmers 
get our story in their trade journals and 
by word of mouth—the rest of the peo- 
ple in the world don’t interest us any 
more than we'd interest them.” 

For biggies, the attitude makes for a 
negative and successful program. Skep- 
tical of big-city pressure, farmers 
squint-eye the product’s reputation and 
the salesman’s sincerity. A company’s 
franchise often rides or falls on the 
amiability of its dealer-representatives. 
Where the distributor is the town’s 
Good Joe, a farm equipper’s public re- 
lations problem is all but solved. 

Deere is the outstanding example 0! 
toned-down releases, toned-up dealers. 
Its ads are institutional, appear in far- 
mer publications, aim at public service. 
Its distributors are well-schooled, trek 
out to clients’ pastures to help set up 
and run the machine. And execs are big 
men in headquarters town Moline; de- 
spite a hankering for Chicago club life, 
prexy Charles Wiman is known by # 
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| M&SEL. 


Modern & STream Lined 


The Minneapolis & St. Louis in 1953 is a completely 
modern Railway, staffed and equipped for its special- 
ized job: 


Fast Freight Service in the Great Midwest 


Under the present management, the M. & St. L. has 
been rebuilt, physically and financially, in the past 
18 years. 


SOME FACTS ABOUT THE M. & ST. L. 





Locomotives: all the new and more efficient Diesels, 
73 units. 


Freight Cars: 4,000, nearly all new since 1944. 


New Depots, Shops and Bridges: scores of old 
structures replaced. 

Major Projects: new general office in Minneapolis 
and three Diesel service buildings. 

Yards and Shops: rebuilt and modernized at Minne- 
apolis, Marshalltown and other terminals. 

All Improvements: paid for or being paid for from 
earnings. 

The M. & St. L. is one of the few railroads without 
bonded debt. Only capital is 600,000 shares of 
common stock. 

Since 1935, operating revenue has tripled, totaling 
$22,901,000 in 1952. 

Employes number about 2,800. Total payroll, $11,- 
403,000 in 1952, nearly three times that of 1935. 
Taxes totaled $2,861,000 in 1952, paid to federal, 
state and local governments, equal to $4.77 per share 
of stock. 

The M. & St. L. operates 1,397 miles of main track: 
399 in Minnesota; 155 in South Dakota; 753 in Iowa 
and 89 in Illinois. Serves 225 cities and towns. 





Constant program of industrial development has 
tocated several hundred new industries on M. & St. L. 
lines, creating additional freight traffic. 

Traffic department, strongly staffed and operating 
36 offices throughout the U. S., works aggressively to 
secure freight, including “bridge line” traffic from 
connecting roads as well as shipments to and from 
points on line. 


THE GOAL OF THE M. & ST. L. 


January 1, 1954 





= a MINNEAPOLIS & ST. LOUIS Zeduay 


Modern & STream Lined Freight Service 


To provide ever-better Freight Service to the Com- 
munities it serves, to Agriculture, Business and Indus- 
try and to Connecting Railroads; thus contributing to 
Progress and Prosperity of its Midwest Territory, 
expanding its own Traffic and Revenues and making 
possible the payment of Liberal Dividends to Owners 
of its Stock. 
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hayseed conductor on Rock Island’s 
connecting line as “one of the most 
regular fellers I know.” 

Other Moliners—IH, Case, Minneap- 
olis-Moline—are just a notch under 
Deere in community respect. Har- 
vester suffers some from size, can’t help 
its “city folks” label, calls no area 
smaller than Chicago home. In that 
big city, IH is among the best-en- 
trenched “community” leaders. Fre- 
quent union skirmishes before last year 
left public sympathy heavy on the com- 
pany’s side as the press denounced the 
union’s “communist influence.” And as 
an informer of press and public, via re- 
leases and publications, IH’s PR staff 
is unexcelled. 

Minneapolis-Moline’s home city held 
no grudge when conditions forced lay- 
offs of 500 workers last year. Company 
is a city favorite, Warren MacFarlane 
one of its favorite individuals. Publicity 
crew at M-M, attuned to corn country 
consciousness, does not suffer from lazi- 
ness. Same cannot be said of Oliver. 
When McCord cut his workforce in 
tiny (10,000) Charles City, Iowa, mer- 
chants rushed to the press associations 
with reports of a real-live depression, 
got national attention. Oliver PRmen 
were not heard from. 

Caterpillar’s excellent standing in 
Peoria is being extended by an imagin- 
ative advertising program as well as an 
industrious PR staff. Caterpillar men 
are important civic leaders at home; 
their most exacting CR problem is that 
of distributing company charity funds 
among an ever-growing number of out- 
stretched hands. Caterpillar’s press 
bureau, on a par with Harvestor’s, pro- 
duces more copy than IH or anyone 
else in the industry. 

Allis-Chalmers found farmers not 
fully conversant with the beating in- 
dustry had taken in the national income 
rise, filled trade magazine editorial 
space with company charts showing the 
lesser rise in tractor prices. Bill Roberts 
is blessed with ingenious PR staffers 
who get maximum press attention for 
company innovations and comments. 


STOCKHOLDER RELATIONS 


TRACTOR MAKERS once plowed financial 
facts under, but some are now becom- 
ing aware of stockholder relations. 
Those with praiseworthy stories to tell— 
International Harvester, Allis-Chalmers, 
Caterpillar—are indeed taking a big- 
time approach to annual reporting, dis- 
play facts and figures abundantly. Not- 
able exception is Deere, whose Moline 
modesty may be a disadvantage in sell- 
ing its own owners. Minneapolis-Moline 
has a big growth story to boast about, 
boasts loudly but amateurishly. Oliver 
and J. I. Case do considerably less 
bragging for obvious reasons. 
Harvester reported its half-century 


anniversary last year in a golden an- 
nual, stuffed with pictures of 50-year 
stockholders, workers, suppliers. John 
McCaffrey’s professional report was 
well-graphed, fully written, ran down 
the data as well as any billion-dollar 
empire. Quarterlies kept owners up to 
date (they are better than some indus- 
try annuals) and the six-month report 
blossomed with a full transcript of the 
annual meeting. Fed industry’s highest 
(49% for ten years) dividends, owners 
asked little of McCaffrey except helpful 
“Why don’t we try this?” queries on 
tractor technology. They applauded 
IH’s growing roster of employee-own- 


are spent on the tractor and general 
machinery divisions, but lacking is the 
contribution of these widely-varying 
divisions to net (sales division is avail- 
able but not obvious). With these trade 
secrets the only missing info, A-C own- 
ers (whose 46% payouts for ten years 
include a 1946 loss) hesitated not at all 
in approving for Roberts a 33% com- 
mon stock boost last year. 

Caterpillars L. B. (“for L. B.”) 
Neumiller approached his holders dif- 
ferently, achieved good relations until 
dividend-cutting time came along. His 
report, replete with 22 gorgeous Koda- 
chromes of yellow Cats spreading 
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CAT GRADER IN ARIZONA: 22 gorgeous Kodachromes 


ers, offered 568,000 more shares of 
common to the employees (of an un- 
disposed remainder of certificates 
earlier allotted). 

Most-distant cousin to investors, 
Deere pays only average dividends from 
industry's traditionally-highest profits, 
somehow manages to arouse little 
stockholder anxiety. Last time out with 
a stock issue, in 1952, Moliners were 
mobbed by prospective stockbuyers. 
Among farm machinery’s smaller fry, 
Minneapclis-Moline tells as much in its 
crude unpolished report as Oliver does 
in its stylish one, but King McCord 
bonus reports each three months. Own- 
ers of J. I. Case get a sales breakdown, 
but otherwise fare as poorly as Deere- 
holders. Both outfits fill scant books 
with undistinguished photos of ma- 
chines, keep all history more than two 
years back under a bushel. 

Topnotch annual reports are those of 
Allis-Chalmers and Caterpillar. Bill 
Roberts’ 28-pager provides almost ev- 
erything an investor might want. Seven 
handsome charts—high for the group— 
and seven full tables (including a 15- 
year summary) perk up and clarify an 
educating 13-page text. Pictures of 
products and plants are good, volumi- 
nous, but not obtrusive. Two pages each 
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gravel and husking corn, is one of in- 
dusty’s most beautiful productions. 
Blinded by gloss, Cat owners were also 
nourished with the longest (though 
chartless) text, were smothered in four 
rich pages of ten-year statistics, and a 
page of stock values that goes back to 
Cat’s 1925 incorporation, were ripe for 
a most confusing balance sheet. Unin- 
formed on just how much each of its 
various industry customers (farm, con- 
struction, marine, logging, oil) is nour- 
ishing the Cat, owners were likely un- 
concerned as long as L. B. kept divi- 
dends at a ten-year 48%, multiplied 
1943 book value by 130%. 

But when Neumiller’s informative 
quarterly report last summer informed 
stockholders of his new payout policy 
—$2 instead of $3, with a 4% stock divi- 
dend—some were ready to chuck the 
Kodachromes for greener pastures. L.B. 
pointed to greater money income by 
sale of the 4% stock than would have 
accrued on the 75¢ cash payment, but 
owners recognized that as the surest 
way to lose their proportionate interest. 
Caught in a squeeze, they griped that 
if Cat needed expansion money, addi- 
tions to the $53 million funded debt 
would have been better for them, sold 
the common down to a new low. 
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Remington Rand 


Methods News 





Why More Sales Managers 
Are Adopting Kardex 


Visible Sales Control 


Kardex Visible Sales Control charts 
and signals every account, every terri- 
tory and salesman needing attention. 
It shows at a glance the relative quota 
standings of all salesmen, the sales 
volume for each account, the sales 
standings by territories and the pers 
centage of sales for the current year 
compared with previous performance. 

You don’t have to wade through 
quantities of irrelevant material to get 
the complete sales picture. Kardex 
Visible Sales Control gives it to you at 
a glance. It is all done and visibly 
charted by the ingenious “Chart That 
Thinks” and Graph-A-Matic color sig- 
nals — no laborious computation, no 
checking of voluminous reports. 

Get further information about how 
to build a more profitable sales volume 
by sending for your copy of booklet 
“How To Increase Profitable Sales”. 
Check KD524 on the coupon. 


Save Money, Space and 
Time By Microfilming 
Your Records 


Microfilming is now made easier and 
more economical with the simple, flexi- 
ble low-cost microfilm camera, Film-A- 
Record Model 4. This all-purpose, 
16mm. planetary flat-bed camera films 
a wide variety of documents up to 11” 
x 17”. You can film pages of bound 
volumes—and even papers fastened to- 
gether without removing the fastener. 
The operating speed will give you up to 
1500 exposures an hour. 

Businesses of all kinds are saving 
substantial sums of money by using 
microfilming as the basis for a record 
retention program designed to fit their 
heeds. 

For more information regarding the 
Model 4 Film-a-record camera and the 
money-saving advantages of a care- 
fully-planned record retention program 
check the coupon for your copies of 
booklets F356 “Film-a-record Model 
4” and X1200 “A Basic Plan For Rec- 
ord Retention.” 
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“BUT, IT MUST BE SOMEWHERE!”— famous last words heard all too 
often in poorly organized, old-fashioned file rooms. Check coupon for 
booklet LBV396 “How To Simplify Your Files and Filing System”. 


You Pay for Good Filing 
Whether You Get It Or Not 


Your largest single cost in filing is that 
of labor to operate your files. Yet your 
personnel may be handicapped by an 
inefficient filing system. One paper de- 
layed or lost may affect a decision that 
will mean many dollars of profit lost 
forever. 

The right filing system speeds filing 
and finding. It can save up to 25% or 
more in clerical time for operating your 
files. It saves valuable executive time 
that’s wasted in long waits for ma- 
terial from the file. It saves costly filing 
errors. Remington Rand Business 





Visible System Helps Cut Inven- 
tory Investment 40% or More 


Graph-A-Matic signals used in 
Remington Rand Kardex Visible 
Systems set up a line of profit 
control — help cut inventory in- 
vestment 40% or more for users. 
The amount of money tied up in 
inventory is cut to a minimum 
...at the same time it protects 
against costly shortages. Posting 
is easy, reference is instantane- 
ous. Get further information 
about modern inventory control 
systems by checking the coupon 
for your copy of booklet KD375 
“How To Get Profits From In- 
ventories”’. 











Services can give you an expert outside 
viewpoint on your filing methods. With- 
out obligation you can have each file 
analyzed for possible savings. If your 
system does need revision our trained 
staff can make the change without in- 
terrupting your regular routine. 

For further information about how 
Remington Rand can reduce your costs 
by improving your filing system, check 
the coupon for booklets LBV396 “How 
to Simplify Your Files and Filing Sys- 
tem” and LBV569 “A Report on Filing 
Costs and Efficiency”. 


Hemington. Fland 


Management Controls Reference Library 
Room 1589, 315 Fourth Ave., New York 10 


Yes, I’d like to have the literature cir- 
cled. 


KD524 
LBV396-LBV569 


F356-X1200 
KD375 
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STEEL 


ROARING away from. strike-stricken 
1952 in high, the industry teemed 
almost 95,000,000 ingot tons by Octo- 
ber’s end vs. 74,000,000 tons in 1952’s 
ten months, promised 111,000,000 tons 
for the year—heaviest output in his- 
tory. By summer, production perform- 
ance had erased insatiable demand, 
prompted this warning from United 
States Steel Chairman Benjamin F. 
Fairless: “The steel industry is going 
to find itself with too much capacity 
in a very short time.” 

In April, when Washington washed 
out price pegs, finished steel prices 
rose about $4 a ton. By fall, compe- 
tition forced all mills to absorb freight 
on plentiful shapes to hold distant cus- 
tomers. Companies long accustomed to 
premium prices quietly slipped into 
line. 

Far from scaring old-time metal men, 
the easing market brought sighs of 
well-earned relief. “I for one,” insisted 
Republic Steel Corporation’s President 
Charles M. White, “cannot see any- 
thing in the near future to scare us... 
100% operation of our mills is wasteful 
and extravagant. . . . It means strain- 
ing to extract another ton of ore. 
another ingot. It means overtime pay 
on a large scale. Under capacity opera- 
tion we find it difficult to supply cus- 
tomer demand. They may not like it 
and go elsewhere. In order to avert 
that we go a long way to oblige them. 
In fact, we may lose money on an 
order just to service it. 

“On the other hand, 88% or 90% 
operation is efficient. Labor is more 
responsive and consequently more pro- 
ductive. We don’t have to work over- 
time . . . we don't have to pay pre- 


mium prices for materials and services 
. .. our machines and mills can operate 
at the most profitable pace . 
give good service. .. .” 


- - we can 









Management 
United States Steel ($2,988)° ...... 95 
Bethlehem Steel (1.610) .......... 85 
Republic Steel (757.8) ........... 95 
Jones & Laughlin (577.7) ......... 80 


National Steel (496.6) 


Mek uote 95 
Youngstown Sheet & Tube (479.2).. 85 
RED onc odes cwosccthe Uae 95 
Inland Steel (400.8) ............. 90 
Wheeling Steel (228.2)............ 85 
Colorado Fuel & Iron (215.4)}.... 85 
Crucible Steel (157.0) ........... 80 
Allegheny Ludlum Steel (140.5).... 85 


1953. 


Public & 


Labor Community Stockholder 
Relations Relations Relations 
90 95 90 
85 85 90 
80 85 80 
80 85 85 
90 90 80 
80 75 80 
95 95 90 
85 85 85 
85 80 80 
85 90 85 
85 85 85 
85 90 90 


* In parentheses: Assets (in millions) as of December 31, 1953. + Assets of June 30, 





BETHLEHEM’S GRACE, U. S. STEEL’S FAIRLESS: 


“steel plants-were never intended to operate at 100% of capacity” 


MANAGEMENT 


IN A YEAR when no operator was poor, 
top honors for management excellence 
went to Armco Steel Corporation and 
Republic, both of whom show as much 
genius in merchandising as in manu- 
facturing. At the same time, president 
Edward J. Hanley’s Allegheny Ludlum 
Steel lifted nine-month sales higher 
(57%) than anyone else. And Colorado 
Fuel & Iron Corporation appeared to 
have established a firm profit base for 
the first time in its 81 years. 

In New York last year, slight, soft- 
spoken Chairman Charles R. Hook 
fondly remarked “the sun never sets on 
Armco.” For an accurate count of 
plants, factories and warehouses he 
called on an aide. Besides nine steel 
mills and 46 fabricating units in the 
U. §S. and Canada, 50-year-veteran 
Hook runs outlets in more than 100 
countries and_ territories. Although 
Armco is fully integrated from mine 
to market and is basically a steel pro- 
cucer, its fame, like Republic’s, has 
recently been enhanced by its ability 
to sell. To move from tenth place to 
seventh in 20 years, Armco has fol- 
lowed a simple formula: (1) Devise a 
new product at least once a year; (2) 
get out and sell it; (3) keep expanding 
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to meet the newly created demand. 
Dissatisfied with merely turning 
know-how to products like newly intro- 
duced aluminized steel, wrought diesel 
wheels, steel bridge planking, Hook is 
selling the know-how itself. Technical 
aid contracts were signed between two 
British companies and Armco for in- 
struction in production of oriented elec- 
trical steels. In all the hubbub of pace 
setting, Armco figures its break-even 
point (on that portion of operations 
where such a figure has any signifi- 
cance) “for the period January 1, 1950 
to June 30, 1953 is 18% less than it 
averaged for the January 1, 1946 
through December 1, 1949 period.” 
“When it is remembered _ that 
throughout the later period,” says Se- 
bald, “wage rates and the costs of all 
materials and services increased in 
greater proportion than the selling price 
of the product, this reduction in “‘break- 
even point’ is even more significant.” 
Realizing the difficulty in computing 
the lowest rate of operation at which 
he can make money, Republic’s White 
says simply: “Our break-even point has 
been improving constantly since 1946.” 
Current figures bear him out, While 
Armco (only partially crippled by last 
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Arturo Toscanini conducting “Death and Transfiguration,” Opus 24, by Richard Strauss 





RCA High Fidelity brings you 


every musical note ! 


RCA Victor High Fidelity is the result of a half cen- 
tury of leadership in recorded music, phonograph re- 
search and development of radio and motion picture 
sound equipment. It is a new dimension in sound 
created by the perfect union of recorded music and 
the phonograph. 


A genuine high fidelity instrument re-creates the 
full range of tones and overtones of the original com- 
position—exactly as the composer intended. The pre- 
cise balance of sounds from the highest to the lowest 
must be maintained if perfection is to be achieved 
free of distortion. 


“Victrola”® phonographs, Victor records, and “inter- 
matched” high fidelity equipments for those who want 
to assemble their own units—all are designed to work 
together to bring the brilliance of the original per- 
formance into the home. Now, with RCA High Fidel- 





January 1, 1954 


67 


ity instruments, you can hear the full gamut of the 
orchestra—from the shimmer of the cymbals to the 
beat of the tom-tom. You can hear your favorite music 
as it would sound if you were in the presence of the 
recording orchestra and artists. 


True Hi-Fi—as in RCA Victor instruments and com- 
ponents— embraces the entire scale of tones from the 
rich lows to the colorful highs. There is nothing miss- 
ing... the sounds reach the ear in their proper pro- 
portion and relation. 


The nation-wide interest in high fidelity reflects the 
public’s growing taste for the highest quality music. 
Developments by RCA scientists and engineers now 
make it possible for you to enjoy this new musical 
experience. Visit your RCA Victor dealer and hear 
the new Hi-Fi models of “Victrola” phonographs, 
Victor records and “intermatched” components. 


® RADIO CORPORATION OF AMERICA 


World leader in radio — first in television 





Two new Lowlriction 
“Deop" Block” engines ! 
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GREATEST | 


ENGINE ADVANCES 
SINCE THE ORIGINAL 


FORD V- 


Again Ford makes engine news! The builder of more V-8’s than all 
other manufacturers combined now introduces a brand new type of V-8— 
the Y-block V-8 . . . together with the most modern Six in the industry— 
the new and advanced I-block Six. The exciting new 1954 Fords will be 
introduced at your Dealer’s January 6th. So plan to Test Drive a Ford with 
either of these great new engines. You’ll discover new and more responsive 
“Go” throughout the whole range of driving speeds. You’ll find the smoothest, 
quietest performance ever available in a low-priced car. You'll agree . 


these ’54 Ford power plants stand out as the greatest engine advances since 
the original Ford V-8. 
\ \ 
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The new 130-h.p. \/-block \V£33 


OVERHEAD VALVES are free-breathing for 
maximum power .. . “free-turning” to seat 
tightly and maintain high compression. 


SHORT-STROKE, LOW-FRICTION DESIGN 
means less internal friction . .. more usable 
power from every drop of gasoline. 


HIGH-TURBULENCE COMBUSTION 
CHAMBERS thoroughly mix fuel and air for 
faster, more efficient combustion. 


DEEP-CAST “Y” BLOCK, with skirt that extends well 
below crankshaft, provides greater strength and rigidity 
for smoother, quieter performance and extra-long 
engine life. 


DOUBLE-DECK INTAKE MANIFOLD distributes fuel 
uniformly to each cylinder for quick starts and 
smooth “GO.” 





NOW in the 54 FORD 


Tw KL 


| The new 115-hp. [[-block SD. 


SHORT-STROKE, LOW-FRICTION 

DESIGN keeps friction down, usable 
power up. With increased displacement, 
there’s even greater responsiveness. 


HIGH-TURBULENCE COMBUSTION 
CHAMBERS promote rapid combustion . . . 
permit new higher compression ratio. 


OVERHEAD VALVES and intake passages 
are larger, assure full “charge” on every 
stroke for smooth, agile performance. 


FULL-FLOW OIL FILTER (also on Y-block 
V-8) cleans all the oil . . . reduces engine 
wear up to 66%, 


DEEP-CAST “I” BLOCK provides extra-rigid 
support for precision molded crankshaft 

. .. results in smooth, quiet operation, 
long engine life. 
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years strike) upped pretax profits to 
16.8% for the first nine months (vs. 
14.2% in 1952’s three quarters), Re- 
public was right behind with a 15.1% 
record. White’s score at the same time 
the year before was 7.4%. In 1946, his 
margin was only 6.06% to Hook’s 12.9%. 

With plant expansion “almost en- 
tirely completed in 1952 and in opera- 
tion during 1953,” President White has 
stressed productivity. From a close- 
mouthed operator about which little 
was advertised, Republic has come 
close to leading the industry in thought 
as well as performance. Summing up 
his company’s program last spring, ex- 
lumberman White pointed out that 
since the firm’s first full year in 1931, 
capacity has almost doubled, blast 
furnace output has more than doubled, 
assets are 150% greater, employment 
doubled. “In 1931,” he went on, “Re- 
public had 13 outstanding bond issues. 
Interest rates averaged 6%. Today 13 
issues have been reduced to only five. 
Interest averages about 3%.” 

Assuring a better profit base for the 
future, White recently departed from 
well-beaten paths to market steel 
kitchen cabinets. This “ore to store” 
operation has “soared far beyond our 
original expectations.” The firm has 
also diversified into plastic pipe, alumi- 
num windows, radio transmitting 
towers, metal furniture. Other energies 
have gone to increase foreign sales, to 
get into titanium production and press 
development of specialty alloys. Push- 
ing farther into a field Allegheny Lud- 
lum once considered its own, White 
announced in October he will up stain- 
less steel output by 20%. “We con- 
cluded that the demand warrants an 
expansion in this direction.” 

Convincing evidence could have 
come from AL’s performance. While 
the demands and physical confusion of 
expansion have held Hanley’s pretax 
margin to only 9.6%, he is convinced 
markets have hardly been scratched. 
Moreover, the company is now pre- 
pared to operate “comfortably” at as 
little as 65% of capacity. Getting into 
this shape cost AL $80 million in post- 
war improvements. A jeweller among 
steelmen, Hanley puts out electrical, 
valve, tool and a host of other steels 
besides stainless, his major product. 
With National Lead Company, AL is 
a big factor in titanium. Its Titanium 
Metals Company at Henderson, Nev., 
is operating in the black, a boast few 
“wonder” metalmen can make. Late 
last year, the subsidiary installed a 
$500,000 kiln for roasting rutile ore. 

Biggest experiment in AL’s book is 
in Watervliet, N. Y., where another 
branch has piloted a method for cast- 
ing steel continuously. Long sought by 
all metallurgists, a successful process 
could increase ingot yield 10% to 15%. 






is a the ee 


REPUBLIC CHAIRMAN GIRDLER: 
he’s paying the freight 


For 1953's first nine months at least, 
Hanley bounced back further than rival 
Crucible, whose pretax net increased 
132% to AL’s 475% for the period. 
Crucible did not report interim sales. 
But it is a far different company from 
what it was when President W. H. 
Colvin, Jr., took over in 1945. During 
his tenure he consolidated ten steel- 
making units into six, five melt shops 
into two; built new coke ovens, ex- 
panded stainless output, reorganized 
tle Syracuse, N. Y., tool and alloy steel 
center. Two older plants went to form 
the Harrison, N. J., Spaulding Works, 
which produces cold-rolled specialties. 
Pittsburgh’s Park Works was equipped 
to make hot-rolled sheets, machinery 
steels, stainless and other alloys. At 
the end of 1952, Colvin boosted iron 
production by 60% by blowing in a 
new blast furnace. Revitalized manage- 
ment has not yet paid a cash dividend, 
but Colvin mailed 2%% in stock four 
times last year. 

Crucible and Allegheny Ludlum 
have common problems. “We are too 
small,” says AL VP Clark King, “to 
compete with big integrated produc- 
ers.” The specialists’ object is to make 
limited tonnages of high-cost special- 
ties which are too fussy for volume 
operators. Unfortunately, as soon as a 
wide demand is created, one of the 
majors moves into take over the mar- 
ket. To some extent this is happening 
to stainless. In November it looked as 
if it will happen to oriented silicon 
steel, a product on which AL and 
Armco have long had a near monopoly. 
Giant U. S. Steel announced it will get 
into the field when modernization at its 
Vandergrift Works is complete. 
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In other respects, Ben Fairless did 
not have to look to other firms’ prod- 
ucts for profits last year. By the end of 
nine months, Big Steel’s pretax profits 
rose to 16% of $2.92 billion sales, 
highest level since the ’20s. Despite 
record sales, shipments and return, U.S. 
Steel, says Fairless, is suffering “a clear 


“case of financial malnutrition.” Since 


1940, USS has spent $2.5 billion to 
enlarge facilities 25% and increase ship- 
ments 35%. But a 6% average return on 
book value from 1943 to 1952 has been 
too low and last year’s 64.4% tax rate 
seemed cruelly high. While raising 
three-quarter sales 44%, Fairless’ per- 
formance obscured the fact that the 
corporation wound up major expansion 
in 1953. The Fairless Works at Morris- 
ville, Pa., set all principal facilities 
working to produce slabs, sheets, bars, 
billets, tinplate and continuous weld 
pipe. Future ores have been assured at 
Cerro Bolivar, Venezuela, where Big 
Steel’s $200 million digging project 
should be rolling this year. 

Although mammoth moves are be- 
hind him, Fairless is still refining and 
improving. American Steel & Wire Di- 
vision will get modernized plant in 
Cleveland. Cost: $20 million. Michigan 
Limestone Division plans a 3,000,000- 
ton processing center in Michigan, and 
all 26 subsidiaries have a list of minor 
additions to be made almost as exten- 
sive as the corporation’s catalog. 

In the marketplace, USS is throwing 
its weight behind prefabricated build- 
ings, changed the name of subsidiary 
Gunnison Homes to United States Steel 
Homes. As a new plant opened at 
Harrisburg, Pa., the branch offered pre- 
built components for schools, hospitals 
and industry as well as for private 
houses, gambled that it can succeed 
where ill-fated Lustron failed. 

More vital to USS than its ability 
to use its 36,400,000 tons of ingot 
capacity each year is its ability to sell 
cutput at a profit. “Steel plants,” says 
Fairless, “were never intended to oper- 
ate regularly at 100% of capacity.” But 
in coming months, USS has no inten- 
tion of slipping to more comfortable 
output levels by the simple expedient 
of letting rivals take away sales. Lead- 
ing the industry as usual, Big Steel was 
first to announce “a revised sales 
policy.” It “permits the meeting of the 
lower delivered price of a competitor 
when necessary and commercially de- 
sirable in order to participate in the 
business of an individual customer.” By 
October, all major mills were absorbing 
freight to some extent, even National 
Steel's Great Lakes Steel Company, 
the only big operator in auto-rich De- 
troit. Republic’s solution to the price 
problem showed in a new formula dis- 
closed in November. Under it, all 
prices for all areas will include freight. 
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By combining the transportation charge 
with the steel tab, Republic will be 
able to lower quotations to meet com- 
petition without revealing whether it 
is lowering basic price or absorbing 
freight. 

Great Lakes put itself in shape last 
fall to supply 40% of automakers’ sheet 
steel needs. Able, rugged President 
Fink geared up a $35 million slabbing 
mill two months ahead of schedule. 
Latest step in National Steel’s $350 
million postwar construction, the mill 
will squeeze out slabs from which 
sheets can be made up to 73 inches 
wide, weighing seven to eight tons 
without a weld. “We have increased 
our finishing facilities gradually since 
1946,” says Fink, “and with use of 
conversion steel have produced 
1,500,000 tons of cold-rolled sheets per 
year in the last four years, and our hot- 
rolled has been in the neighborhood of 
800,000 tons annually. Now our ingot 
production will permit us to replace all 
conversion steel that has been pro- 
duced in our finishing mills and com- 
plete the production of 2,000,000 tons 
of cold-rolled and 1,000,000 tons hot- 
rolled in finished products. 

Along with Weirton Steel, National’s 
other major arm, Fink jacked pretax 
profit 115% to $101.7 million in 1953's 
first three quarters. In the heyday of 
shortages, National’s ideal location 
netted the firm better than average 
prices. But from now on, says Fink, 
“Great Lakes will be competitive in all 
lines.” 

Youngstown Sheet & Tube Presi- 
dent J. L. Mauthe considered pricing 
his toughest job as the economy took 
on a new character. Never too affluent 
in recent years, Youngstown had been 
hit repeatedly by wildcat strikes, man- 
aged to drag its pretax margin for the 
three quarters up to only 10.9%. Like 
Republic, the firm’s partner in Iron Ore 
Company of Canada, Mauthe hedged 
his steel pipe line by buying into a 
plastic pipe company. His second 
round of expansion “is substantially 
complete.” 

As heavily indebted for its size with 
$55 million in long-term obligations, 
Wheeling Steel Corporation is probably 
better fitted for the long run than most 
corporations, In the 1943-1952 decade, 
President John L. Neudorfer’s crew 
averaged 12.8% in pretax profits, 10.6% 
on book value and poured all but 23% 
of net back into plant. Its nine-month 
margin hit 15% after a_better-than- 
average 8.3% in 1952’s period. 

By last report, Wheeling’s $29 mil- 
lion improvement program was “pro- 
gressing satisfactorily,” although it had 
been “delayed somewhat by unforeseen 
events.” When plant is in place it will 
serve to broaden Wheeling’s already 
diverse sheet, pipe and tinplate lines. 


Steel plants are well sited in Ohio and 
West Virginia, and a big share of profit 
comes from fabricating. As controls 
came off, Neudorfer was able to chan- 
nel more steel into his own factories, 
use Wheeling’s built-in flexibility to 
turn out the most profitable items. 

Two companies whose problems have 
not been eliminated by postwar plan- 
ning are Jones.& Laughlin and Beth- 
lehem Steel. At J&L Admiral Ben 
Moreell has long suffered from hodge- 
podge plant, but $444 million spent 
since 1946 smoothed many rough spots. 
To get away from dependence on heavy 
products and a rigid production line, 
he broadened his wares to 4,000 items, 
last year added brass plated wire tire 
cord, plastic center wire rope, TV an- 
tenna masts, new pipe and bar steels. 

Although both J&L and USS oper- 
ated tin mills with fewer hands late last 
year, Moreell was the first steeler to 
cut employment substantially. He an- 
nounced output would be slashed 9% in 
November “due to market conditions.” 
Profits in the first nine months before 
taxes were only 10.6% of $488.4 million 
sales. Yet this was considerably better 
than 1952’s period, when only a tax 
credit saved the company from a deficit. 

Concentrated almost entirely in the 
East, Moreell is working his properties 
to the best advantage by giving empha- 
sis to steel containers, wire, pipe and 
specialties. To broaden markets he 
opened two warehouses in 1953, bring- 
ing the string to nine. By exploiting 
every demand, the chairman spread 
sales from autos (20%), to transporta- 
tion companies (3%), with only 5% 
going directly to defense. 

Bethlehem is far more dependent on 
government orders. For one _ thing, 
Chairman Eugene Grace’s combined 
shipyards are biggest in the world. 
From 1905 to 1953, Bessie built 3,516 
ships and is the major civilian source 
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INLAND ORE CARRIERS AT INDIANA HARBOR: 





of U. S. naval craft. This year the firm 
will launch the last of its orders. And 
unless more are keeled, yards will have 
to keep running on repair work. 

But Grace is optimistic: “I do not 
anticipate anything like a serious fall- 
ing off in business next year.” Having 
earned 15.1% before taxes in the first 
nine months (vs. 7% last year), the 
company is well up among the leaders, 
has the reputation on Wall Street of 
being “a blue chip selling at a white 
chip’s value.” In the three quarters, 
Grace shipped a record 9,967,000 tons 
of finished steel out of a 18,376,000-ton 
ingot production. With about $125 mil- 
lion still left to spend on expansion, 
Bethlehem hopes to lift annual ingots 
to 19,000,000 tons. 

To enhance his own picture, Inland 
Steel's President Joseph L. Block “com- 
pleted a major expansion program 
which increased our ingot capacity by 
20%.” No new money was needed. Be- 
hind Block’s estimate of 90% to 100% of 
cdpacity operation for 1954 is Inland’s 
choice location. Chicago is a deficit 
steel area where more metal is con- 
sumed than is produced. Hence there 
is a good chance that Inland’s output 
may remain high, even if the country’s 
total steel production drops. 

Within the company, Edward L. 
Ryerson retired as chairman “to make 
room for younger men,” chief among 
them new Chairman Clarence Randall. 
Under Randall the firm decided to 
spend $50 million in the next seven 
years to develop ore mines in Canada. 
Says Financier Cyrus S. Eaton, who 
leased the property to Inland; “There's 
all of 500,000,000 tons at a depth that 
could run to 4,000 feet.” Inland’s Block 
estimates 50,000,000 tons “but we are 
not making any guesses on what ton- 
nage there may be beyond what we 
have explored.” 

Inland’s $439.9 million three-quarter 
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Tooled up to help industry builk 


hes new bessemer converters are 
another example of Great Lakes Steel’s 
readiness and ability to serve its customers 
in 1954. 


Their job is to refine molten pig iron for the 
open hearth furnaces Great Lakes uses to 
make fine steel. This new installation 
doubles the capacity of the plant’s bessemer 
facilities and contributes importantly to 
efficiency and quality in steel-making. 


Big in themselves, these 25-foot high besse- 
mers are only a small part of the major 
“tooling-up” we've been doing at Great 
Lakes Steel. A new blast furnace, a new slab 
mill, new coke ovens—all are part of a pro- 
gram which now assures automotive and 
other manufacturers of more high-quality 
flat-rolled steel. All together, our enlarged 
and balanced facilities give us an annual 





capz . .y of four million ingot tons. And that’s 
good because Great Lakes Steel was set 
up in the first place to provide industry in 
its area with a dependable first source of 
sheet, strip, and other shapes used here in 
vast volume. We’ve become that source 
largely because of our integration as a steel- 
maker. We start right with the ore, and 
work it through blast furnaces, bessemers, 
open hearths, blooming mills, hot and cold 
rolling mills and merchant mills, down to 
the finished forms. That gives Great Lakes 
flexibility that lets us do a real job. 


Look for more great things from Great 
Lakes Steel—the nation’s foremost special- 
ist in flat-rolled products. We aim to serve 
well our customers in many fields . . . while 
we keep pace with the automotive industry’s 
mammoth needs. Great Lakes Steel Corpora- 
tion, Detroit 29, Michigan. 


Offices also in Chicago, Cleveland, Grand Rapids, Lansing, New York, Philadelphia, St. Louis and Toledo, 
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STEELMEN AFTER THE 1952 STRIKE: nobody wonders what the year's biggest problem will be 


sales returned a pretax 14.3% compared 
with 7.2% from $317.4 million at Sep- 
tember 30, 1952. One business the 
company has apparently seen the last 
of is converting steel owned by custom- 
ers. Where it accounted for 12.5% of 
sales in 1952, such orders “had virtu- 
ally ceased” in 1953’s fourth quarter. 

With the most optimistic outlook 
among steelers (“if we have a depres- 
sion it will be our own fault”), Colorado 
Fuel & Iron President Alwin F. Franz 
threw open a $30 million seamless tube 
mill in Pueblo, Colo. It was his second 
major acquisition of 1955. Earlier, the 
blunt, rough-cast millman bought New 
Jersey’s J. A. Roebling’s Sons, got 
enough new capacity to balance his 
operations evenly between East and 
West. The Roebling deal cost about 
$23 million raised by sale of bonds and 
$10 million in CF&I stock. 

Since 1944, when Wall Street finan- 
cier Charles Allen, Jr., bought run-down 
CF&I from the Rockefellers, its entire 
character has been recast for the better. 
In eight years Allen has sold $80 mil- 
lion in CF&I securities to finance the 
face-lifting, has boosted gross 260%, 
book value by 80%. 


LABOR RELATIONS 


STEEL LABOR relations were put in their 
proper place last fall by Inland’s Joseph 
L. Block. His number one concern in 
1953, said he, was “peaceful settlement 
of new labor contracts.” Other indus- 
tries may put labor matters well down 
on management's must list but steelers 
have no such option. Proof: (1) Steel 
profits were frayed in 1952 when labor 
relations failed to avert the big strike; 
(2) earnings soared last year when 
labor relations were good. 

Because the niceties of human rela- 
tions were neglected through most 
ferrous-metal history, labor relations is 


now a matter of getting along with the 
CIO United Steelworkers of America, 

As a means of weaning workers 
from further strikes, industry sounding 
boards have stridently emphasized 
wage and profit losses in 1952. But the 
bell they toll is for themselves. To the 
union, the fight was both good and 
successful. During the walkout Steel 
Labor told its readers, total wage losses 
were $597 less $149 in vacation and 
$83 in retroactive pay on the average. 
But $10.88 average weekly gains erased 
the loss by March last year. All strike- 
won earnings since then have been 
gravy. 

To combat such persuasive figuring 
will take more than skillful press 
agentry strumming “we’re all jolly good 
fellows in the same unhappy boat.” Ben 
Fairless, for one, has no intention of 
staking future peace on any such flimsy 
hope. Late last year, Big Steel’s big 
boss started off on the long-heralded 
union-management plant tour originally 
scheduled to be conducted with Phil 
Murray. When Murray died, David 
McDonald agreed to take his place. 

To go along with Fairless in prin- 
ciple, at least, every major steeler has 
an elaborate LR scheme. What indus- 
trial relations men are up against is as 
much a psycho-sociological as an eco- 
nomic problem. The man-boss schism 
was highlighted by an Allegheny Lud- 
lum worker's reaction to a_ sincere 
explanation of the company’s fiscal 
problems: “What the hell do they want, 
for us to be sorry for them?” Hanley’s 
efforts, like those of many another 
president, have been to persuade men 
that benefits come from the firm and 
not from the union. This is hard for 
workers to believe. His house organs are 
excellent (as are most steel compa- 
nies’), his educational programs are far 
above average, his personnel men are 
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sincere. But his employees seem still 
far from trusting management's ex- 
pressed concern for their welfare. 

At Crucible, where labor was little 
coddled until recent years, Colvin has 
tried to make up for lost time. To keep 
men informed, a stack of manuals on 
employment, safety, first aid, suggestion 
plans is available. Foremen are under 
constant training. A newspaper was 
started two years ago. Colvin’s Hercu- 
lean efforts have been duplicated in 
every major mill. To the standard list 
Youngstown has added a_ thorough 
course in economics for beginners, 
stressing free enterprise and the im- 
portance of profits. 

Charles R. Hook’s Armco was a 
pioneer in LR and bluntly tells stock- 
holders that if medical benefits and 
suggestion awards help employees, they 
have “also saved the company thou- 
sands of dollars in operating costs.” 
Like Chairman Hook before him, Presi- 
dent W. W. Sebald is keenly aware that 
“money is not the only force that stimu- 
lates and inspires people.” Another, 
says he, is recognition. “When men be- 
lieve that management wants to deal 
with them as people, they will respond 
to leadership and contribute with their 
minds as well as with their hands, The 
soil is there to be tilled, and if we till 
it we can be sure the tree of confidence 
and understanding will grow.” A unique 
bit of tilling Hook has done to deal 
with men as people can be seen outside 
Armco’s East Works in Middletown, 
Ohio, any June. Along the typical mill 
fence which usually guards a landscape 
of black steel and grime, the company 
has planted hundieds of roses—an in- 
expensive touch of beauty put there 
because Hook thinks “we are the prod- 
uct of the environment in which we 
live and work.” 


While contracts were settled last year 
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without major wars, neither flowers nor 
flowery language succeeded in keeping 
steelers’ environment completely serene. 
The year had scarcely begun before 
18,000 workers quit Inland’s Indiana 
Harbor plant for five days after three 
workers had been disciplined. When 
the company told the CIO to get men 
back to work, International Representa- 
tive Lester Thornton took no action. 
“The union did not authorize the 
strike,” said he, “and the union is not 
supporting it.” Block’s production was 
trimmed by 40,000 tons. 

Another “unauthorized” walkout idled 
40,000 U. S. Steel millmen and miners, 
cost the corporation $2 million in pro- 
duction; the men, $450,000 each day 
for four days. The dispute was set off 
by Brotherhood of Railroad Trainmen 
when two conductors were suspended 
for leading a “slowdown.” The train- 
men had been refusing to carry out as- 
signed runs when it appeared they 
could not be completed by shift change 
time. Although the union quickly sent 
orders for the men to obey the Rail- 
way Labor Law and get back to work, 
local Chairman O. C. Gabriel said his 
committee was backing the strikers “to 
the limit.” Gabriel's stand seemed to 
give the words “authorized” and “un- 
authorized” a distinction without a 
difference. 

In a Bethlehem walkout in Septem- 
ber, however, CIO actions gave a 
glimmer of hope that the union had 
learned to read both sides of a contract. 
After 15,000 workers wildcatted to pro- 
test four firings, Bethlehem’s VP Joseph 
Larkin reportedly told McDonald if he 
couldn’t keep his agreements there was 
little point in making them. In response, 
McDonald promptly ordered the men 
back to work, to discontinue slowdowns, 
to perform work properly. They went 
back. ‘Since then, McDonald edicts have 
settled wildcats at Republic and Cruci- 
ble. In a general directive, he instructed 
locals that the Steelworkers “is a re- 
sponsible union; it is proud of its con- 
tracts both as a legal and moral obliga- 
tion to be faithfully performed on its 
part and on the part of the company in 
good faith.” Until McDonald took a 
firm stand, more than 100 short strikes 
plagued the Youngstown, Ohio, area 
this year alone. The situation got bad 
enough to prompt Youngstown Sheet & 
Tube to tell its 27,000 employees that 
their jobs were endangered and the 
companies’ competitive position was 
being crippled. 

With mills gearing down, McDon- 
ald’s 1954 demands are likely to be 
cautious. He has already warned mem- 
bers: “you shouldn’t kill the goose that 
lays the golden eggs.” But short of 
goosekilling, the president is expected 
to call for prepaid medical treatment, 
better pension, higher pay and con- 


cessions toward the guaranteed annual 
wage. McDonald’s methods may be 
more subtle than older techniques. But 
no steel operator is wondering what 
this year’s biggest problem will be. 


PUBLIC AND 
COMMUNITY RELATIONS 


For INLAND, Jones & Laughlin, U. S. 
Steel «and Armco, top brass Clarence 
Randall, Ben Moreell, Fairless and 
Charles R. Hook are their own best 
publicists. As the industries’ own re- 
leases have made the public increas- 
ingly aware of the tie between steel 
output and prosperity and steel prices 
and the cost of living, all four have 
talked with an eye to newspaper head- 
lines, aimed to put the trade’s best foot 
forward. 

But other companies are prominent 
in the public prints, too. Bethlehem 
boosted its educational aid program last 
April, offered $3,000 to 45 colleges 
for each graduate Bethlehem recruits, 
reaped nationwide news notice. (An 
American Iron & Steel Institute survey 
shows’ that the total number of steel 
companies giving scholarships rose from 
21 to 38 from 1948 to 1952. Those 
providing school speakers went from 14 
to 42, and 55, up from 28, now supply 
schools with work materials. Based on 
replies from 72 firms, the study covered 
mills in 200 communities in 24 states 
which account for 90% of U. S. steel 
output. ) 

With three out of five top companies 
supporting PR programs, the rise in 
steel-supplied speakers for service clubs, 
churches, PTAs, has been even more 
marked. In 1948, 18 top executives 
and 210 junior officials gave 955 talks. 
Forty-eight presidents and chairmen 
and 650 lesser officers sounded off 3,310 
times in 1952. To handle the service, 
Republic set up a speakers bureau in 
Cleveland, reported in mid-1953 that 
middle management had addressed 
37,000 people in 500 appearances. “If 
this demand continues,” said a PR man, 
“we'll have to organize bureaus at all 
Republic plants throughout the coun- 
try.” 

STOCKHOLDER RELATIONS 


“IT HAS NEVER been my privilege,” said 
President Clarence B. Randall at In- 
land’s annual meeting last spring, “to 
report to stockholders under circum- 
stances that could be thought of as nor- 
mal. . . . We have been running alto- 
gether too long under an emergency 
head of steam. . . .” Steelowners had 
no doubt of it. 

From an industry in which leaders 
take stockholder relations as seriously 
as sales, owners suffered no news black- 
out on rising costs, executive changes, 
rampant labor and boom building. Al- 
though, colorful annual and interim 
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reports boasted soaring shipments in 
1953's first half, net gain to stockhold- 
ers was comparatively slim. Among the 
giants, only favorite Republic and 
brightening J&L upped dividends, from 
a quarterly 75c to $1.00 and 45c to 
50c, respectively. For the rest, stock- 
holder equities had climbed steadily in 
13 years of frantic construction while 
the Big Board reflected little of the 
gain, stubbornly priced steels at sharp 
discounts from book values. 

Faced with vast capital needs which 
had to come from retained earnings at 
the expense of dividends, relations with 
stockholder’s have posed a major chal- 
lenge. But management’s stock among 
stockholders has never been higher. 
Annual meetings were peaceful. When 
Republic proposed to increase common 
from 10,000,000 to 20,000,000 shares, 
no specific explanation was asked or 
given. Yet stockholders went along with 
the plan 4,355,598 shares to 71,124. At 
Bethlehem, five anti-management reso- 
lutions bit the dust by about the same 
margin. 

Leading the group at keeping owners 
happy is Big Steel. Fairless’ crew and 
Charles R. Hook’s Armco have set SR 
standards so high that only excellent 
performers look good. Chairman Ernest 
T. Weir’s annual is well-wrapped, pro- 
fessionally designed to catch eyes. Beth- 
lehem, Republic, J&L and even far 
smaller Allegheny Ludlum pour out 
pages of operating and financial statis- 
tics on a par with U. S. Steel. No other 
steel company’s mailings compare with 
Armco’s chairman’s letter or Fairless’ 
Steel Quarterly for timely information 
or the friendly touch. 

Republic and U. S. Steel hold annual 
meetings at Flemington and Hoboken, 
N. J. Yet, even from that distance both 
managements try to get full press cov- 
erage, keep the financial community 
posted. To save words last year, USS 
showed movies of the Fairless Works, 
hoped it would give investors a clearer 
idea “of the enormous capital invest- 
ment required in the production of 
steel.” 

To get across similar ideas, Colorado 
Fuel & Iron’s Al Franz took time out in 
early 1958 to brief financial writers on 
his firm’s prospects. Allegheny Ludlum’s 
President Edward Hanley and VP Clark 
King appeared before West Coast se- 
curity analysts, painted a picture of 
specialty steel demand which was sure 
to do AL common no harm. 

The troubled times during which 
Randall says Inland “has managed to 
forge ahead,” has produced more than 
added capacity for the whole industry. 
A comparison of 1953’s_ stockholder- 
relations effort with 1945’s shows that 
the force behind most stockholder cur- 
rying is genuine “emergency steam” and 
not just hot air. 
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To some, utilities are still “sleepy 
sanctuaries of timid money and the 
safe return.” But as pacemakers for 
U.S. industrial growth, they seemed 
light years from that stigma. Last 
year's new plant box score: close to 
$2 billion. Year before: $1.4 billion. 
And the end is not yet, as bullish kilo- 
watters see it. Having metered virtually 
all (97%) U.S. homes, they talk of 
doubling generating capacity again by 
1960. Boosters: skyrocketing per capita 


| UTILITIES 


consumption and new family forma- 
tions. The latter have expanded faster 
than population as a whole. 

Keeping one jump ahead of this pro- 
liferation takes seed cash—lots of it. 
More of last year’s was extracted from 
cebt securities (68% vs. 62% of all new 
financing the year before). But the big 
change was in private placements. Up 
365% (from 10% to 33% of all money 
raised ), they offered treasurers not only 
lower underwriting costs, but a haven 








Management 


Pacific Gas & Electric ($1,469.0)°. 90 
Consolidated Edison (1,460.6)... .. 90 
Commonwealth Edison (1,121.9)... 80 
American Gas & Electric (860.2)... 90 
Semen Ge, TIRED) .....ccrccee 95 
Public Serv. Elect. & Gas (654.8). 90 
Southern California Edison (640.4). 95 
Philadelphia Electric (630.0)...... 95 
Niagara Mohawk (578.8)......... 85 
Detroit Edison (560.0)........... 85 
General Public Utilities (524.9) .... 95 
Consumers Power (478.0)......... 90 
Middle South Utilities (450.5)..... 80 
Ohio Hanson (S512) ............. 90 
Central & South West Corp. (351.9) 80 
Penn. Power & Light (345.7)..... 95 
Cleveland Elect. Illuminatg. (296.3) 85 
Consolidated Gas, Elect. Lt. & Pr. 

Co. of Baltimore (279.2)........ 90 
Illinois Power (242.5)............ 90 
Boston Edison (233.8)............ 85 
Florida Power & Light (202.8).... 90 


Publie and 
Labor Community Stockholder 
Relations Relations Relations 
$0 95 90 
85 90 95 
85 95 80 
_ 85 90 
_ 90 85 
90 90 85 
_ 90 85 
95 95 85 
90 90 85 
90 90 80 
- 85 85 
90 90 80 
90 85 90 
— 85 90 
90 85 90 
85 90 90 
95 95 85 
85 80 80 
95 85 _ 
90 90 a 
90 95 90 


* In parentheses: Assets (in millions) as of December 31, 1952. 
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from market uncertainties as well. Even 
financial greybeards were in a swivet 
last summer when Ike Eisenhower 
momentarily flirted with hard money 
policies. Interest rates spurted. Some 
kilowatters went to the block anyway. 
Others (Public Service Electric & Gas, 
for instance) prudently backed off, 
were rewarded when money softened 
somewhat. 


MANAGEMENT 


APPRECIATION-MINDED electric invest- 
ors have long had their eyes peeled 
south and west where population and 
power demand have been multiplying 
faster than the old woman in the shoe. 
But surprisingly, two midland utilities 
—Michigan’s Consumers Power and IIli- 
nois Power—are sandwiched between 
Pacific Gas & Electric and Florida 
Power & Light at the top of Fores 
growth list (see table). Unlike the 
Golden and Sunshine Staters, neither’s 
service area has set the Commerce De- 
partment’s “birth indicator” to flashing 
like a pinball machine run amok. Their 
growth catalyst is natural gas. 

Illinois Power and Consumers Power 
electric gains are nothing to sneeze at 
(sales up 37.8% and 45.5%, respective- 
ly, over 1948-52 ws. a 35.5% national 
average). But there is a heady whiff to 
their gas gross (up 76% and -127%, re- 
spectively). Pacific Gas & Electric owes 
growth almost equally to both, while 
Florida Power & Light has burned its 
place in the sun almost exclusively 
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agara Mohawk) chopped production 
costs over 1948-’52. Continually accel- 
erating loads have helped; so has the 
boosted efficiency of new generating 
units. Only one of the four growers— 
Pacific Gas & Electric—plies customers 
with hydro power. Cheaper-to-operate 
water wheels turn over about half of 
output. Balance is steam-generated 
with boilers fired mostly by natura) 
gas. More than half of Jim Black’s ca- 
pacity was tied into the high lines 
between 1948 and 1952. Illinois Power 
and Consumers Power came up with 
more than 70% of capacity over the 
same period. A long jump from north- 
ern coal pits and no closer to natural 
gas than Ponce de Leon was to the 
fountain of youth, Florida Power & 
Light boilers feed on costly Bunker C. 
With an assist from relatively low wage 
scales (they're in line with other 
southeastern kilowatters’), President 
Mac Smith shaved production costs by 
a handsome 30%. 


UTILITIES EXPANSION, 1948-1952 
Production 
Ratio* 
+ 9.2% 
—18.8 
—10.4 
—25.3 


— 56 
— 67 


% Change % Change 
Earnings d 
on Invested 
Capital 
— 7.4% 
+ 63 
— 9.2 
none 
none 


+ 45 


Operating 
% Change Revenue 

Debt Ratiot Growth 

American Gas & Electric. . + 7.6% 

20.5 
42.5 
34.5 
27.8 


17.3 


Centrl. & South West Corp. 

Cleveland El. Illuminating. 

Commonwealth Edison ... . 

Consolidated Edison 

Consolidated Gas, Elect. Lt. 
& Pr. Co. of Baltimore. . 

Consumers Power 

Detroit Edison 

Florida Power & Light.... 

General Public Utilities... . 

Illinois Power 

Middle South Utilities 

Niagara Mohawk 

Ohio Edison} t+ 

Pecific Gas & Electric 

Penn. Power & Light 

Philadelphia Electric 

Public Service Elec. & Gas. 

Southern California Edison. 

oe & a 


—26.1 
—24.1 
—143 
—30.1 
—26.4 
—60.4 
—146 
+28.3°* 
— 66 
—475- 
—26.1 
—23.2 
— 9.0 
—82.9 
—36.4 


+10.6 
+ 53 
+16.6 
none 
+218 
—28.5 
+538 
—11.1 
+ 138 
+16.6 
+28.0 
+ 16 
—10.7 
+16.3 
+ 17 


+21.8 
+ 88 
— 58 
+ 6.9 
+44.7 
—24.5 
—10.6 
+22.4 
+16.7 
+ 1.0 
+27.0 
+ 40.7 
+ 82 
+51.6 
+21.0 


27.6 
62.7 
43.6 
57.0 
34.3 
46.2 
29.3 
35.9 
18.6 
53.7 
$15 
34.6 
25.8 
40.9 
32.4 





— 7.1 
—15.0 
— 45 
— 9.9 
—11.8 


none 


* Ratio production costs to electric revenue. + Ratio long-term debt to total capitali- 
zation. } Fixed charges and preferred dividends. °* 1949-1952. ++ 1950-1952. 





with electricity (95% of gross). 


Most massive of the foursome, Pa- 
cific Gas & Electric services an area 
equal to New York, New Jersey and 
all of New England (save Maine) com-_ 
bined. Benefiting like FPL on the nat- 


ural asset of climate, President Black 
last year laid plans to acquire adjacent 
Pacific Public Service. The merger is a 
natural, says Black, because “we’re 
serving electricity in areas where they 
have gas alone. In areas where we have 
no gas, we've been buying it from them 
wholesale.” 

Wholesale almost describes the av- 
erage yearly wattage metered by PGE 
residential customers. In 1952 they 
used 2,240 kilowatt hours each vs. a 
2,069 national average. Above average 
too (as a percentage of electric gross) 
are proceeds from relatively more “de- 
pression* proof” residential and com- 
mercial: clients. Consumers Power and 
Florida Power & Light can also make 
this boast. 

Florida and Illinois Power also 
charge above-average rates for residen- 
tial kilowatt hours. Buttressed by the 
“cost of living” escalator which canny 
Mac Smith morticed into his rate base, 
Florida Power & Light chalks up a 
healthier return on investment (6.6%) 
than many another utility on Fores 
list. Tariffs on about 54% of Illinois 
Power output move up and down with 
the coal price index. But over 1948-’52, 
a tough Public Utilities Commissi6én has 
pinched President A. Van Wyck’s net 
on capital from 6.8% to 4.9%. PGE’s 
also registers 4.9%. But apparently Cali- 
fornia rate fixers are easier to bargain 


with than Illinois counterparts. Jim 
Black’s return in 1948 stood at 4.2%. 

Closest to Mac Smith in return is 
Consumers Power President Dan E. 
Karn. Farm-bred in Miami County, 
Indiana, he posts a round 6%. Purdue 
graduate Karn has managed to keep in 
front of demand with less frequent re- 
course to bankers than the other three. 
Debt ratio at the beginning of last year: 
44.2%. Neighboring Illinois . Power, 
however, also has held its debt below 
the national average. 

Biggest debtor (among the growers) 
is Florida Power & Light. Like many 
another tax-harried financial man, VP 
Harry Simpson prefers debt to equity 
cash, says “it’s cheaper,” since interest 
comes off before taxes, dividends after. 
But between 1948 and 1952, Florida’s 
debt was lightened 10% nonetheless. 

Its precinct almost completely tour- 
ist-oriented, FPL virtually finessed big 
wattage consumers. Industrial billings 
account for less than 10% of op rev- 
enues. And to this VP Simpson breathes 
fervent amen: “We like light manufac- 
turing but if anything happens [i.e., a 
recession] you lose both industry and 
the people working in it.” But com- 
mercial VP Dick Roberts has a burn- 
ing eye fixed on California’s growth 
pattern and PGE’s heavy industrial 
loads. Thesis: that like the Golden 
State, Florida’s swelling population 
will ultimately metamorphose into “big 
markets,” attract big business. 

But pleasure bent like Little Mell 
or factory feeder like PGE, every util- 
ity on Forses list (save American Gas 
& Electric and New York State’s Ni- 
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Area served by the fifth-fastest 
grower, Detroit Edison, is dwarfed by 
interconpected Consumers Power. But 
President"*Walker Cisler draws ‘on 
half of the Wolverine State’s popu- 
lation. Virtually all electric (97% 
of gross), DE’s growth -has been 
sparked by the Auto City, which 
meters ab b of, op.revenues, Auto 
prosperity’is the big réasén why De- 
troit citizens consume more” wattage 
than the national average. For this, 
however, Cisler has to pay the piper. 
If his own shop is to hum peacefully, 
he has to meet high auto pay rates. In 
1952 his labor ratio ran a high 29.5%. 
Possibly because of this drag, coal- 
burning DE has not cut production 
costs too deeply. Debt has been 
whittled, but so have the earnings from 
which fixed charges must be paid. 

Below Detroit Edison on the growth 
list are three holding companies— 
Central & South West Utilities, Amer- 
ican Gas & Electric and the Southern 
Co. Draped from Alabama to Texas, 
their high lines cover a low wage area. 
But President Phil Sporn’s American 
Gas & Electric boasts one of the in- 
dustry’s lowest operating ratios. And 
like Southern Co. bossman C. B. Mc- 
Manus, Sporn gazes with satisfaction on 
higher-than-average residential loads. 
Contrariwise, Central & South West 
registers lower consumption, higher 
rates in its four-state bailiwick (Louisi- 
ana, Oklahoma, Arkansas and Texas). 
Gas fires almost all of C. & S. W. gen- 
erators, makes for low production costs. 
It’s also a big industrial lure. All three 
Dixie utilities profit from the South’s 
industrial renaissance. Big power users 
meter a larger-than-average share of 
electric billings. Preponderance of 
AGE’s industrial output is burned by 
chemicals (25%) and steel (22%). 
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in one of America’s 
fastest growing 
industries! 


L-P GAS INDUSTRY (1947-52) A PARTIAL LIST OF PROPANE USES: 


Sales of L-P Gas have more than doubled 


Cooking - Water Heating - House Heating 
SUBURBAN PROPANE (1947-53) Refrigeration - Tobacco Curing - Clothes Drying 


Records show Propane sales more than tripled 


Railroad Switch Heating - Incinerators 


1947 84,900,000 Ibs. Industrial Heat Treating - Poultry Brooding 
1953 334,500,000 Ibs. 


RECORD OF PROGRESS 
AT SUBURBAN 


12 months 12 months 

ended ended 
12/31/47 9/30/53* 
Total Revenue $7,772,635 $27,816,490 
Net Income 831,339 2,030,824 
Common Dividends .60 1.20 


Earnings per Average 
Number of Common Shares 1.30 1.75 


Number of Common Shares 590,000 1,068,252 
Total Assets 17,225,123 45,139,689 
Number of Common Stockholders 3,294 8,924 


*Subject to year-end audit. 








RBAN PROPANE 


GAS CORPORATION 


Whippany, New Jersey 


January 1, 1954 83 








Though Central & South West's pre- 
cinct is “basically agricultural,” about 
36% of industrial revenue comes from 
oil and natural gas pumpers. Southern 
Co.’s Mississippi-Alabama-Georgia area 
is frenziedly diversifying away from 
“King Cotton” but textile mills still 
ring up about 30% of industrial sales. 

Return on capital looms large in the 
mind of Southern California Edison's 
Bill Mullendore. He registered 5% in 
1952, has had a rate increase applica- 
tion, first in 31 years, hanging fire for 
some time. Bulk of his wattage is 
hydro-generated, draws on the water- 
sheds of the Sierra Nevada’s western 
slopes. Insistent demand has forced 
SCE to lean ever more heavily on 
costlier oil-fired steam. 

Mullendore would like to see what- 
ever rates take this into account. In 
1943 steam logged only 13% of output, 
hydro 59.7%. Year before last: 31.2% 
and 43.2%, respectively. Over 1946-’52, 
Mullendore tamped $85.6 million into 
“conventional” steam, $37 million into 
water wheel plant. SCE is thriving on 
the same population surge as Pacific 
Gas & Electric. But unlike PG&E, it 
sells no gas, feels some competitive 
pinch because of it. Its grazing grounds 
are less densely settled, and SCE resi- 
dential consumption registers below 
national average. 

Labor ratio runs just around the 
norm; fuel costs (about 23% of output 
is bought from Colorado’s Hoover 
Dam) above it. But Bill Mullendore 
draws some consolation from revenues 
pumped in by the Wilmington oil field 
jointly owned with Union Pacific. 

Like the Southern utilities, Earle 
Machold’s up-state New York Niagara 
Mohawk got a big jolt from industrial 
growth. NM sprawls from the Niagara 
frontier to the Hudson Valley, from 
the Empire State’s northern border to 
the Catskill foothills and Pennsylvania. 
Big business brings in a bigger than 
average share of gross. Drawn by the 
thunder of cheap water power, chemi- 


CONSUMERS POWER’S WHITING: 


cals, alloys and non-ferrous metals 
aluminum and magnesium account for 
almost half of industrial billings. Their 
fat pay envelopes enable NM residen- 
tial patrons to use up more than aver- 
age wattage and pay more for it. 

Machold’s high lines cover a lot of 
ground, but about 80% of domestic 
customers are clustered in and around 
a seven-city galaxy (Buffalo, Syracuse, 
Albany, Utica, Schenectady, Niagara 
Falls and Troy). With water-harnessed 
output about 50% of the total, fuel 
costs run only 15% of electric revenues. 

Their big city bailiwicks are already 
groaning at the seams, but Philadelphia 
Electric chairman Horace Liversidge 
and Cleveland Electric Illuminating 
President Elmer Lindseth are both hot 
after new industrial accounts. Boosting 
his area as “The Best Location in the 
Nation,” Lindseth has pushed indus- 
trial billings to a high 44.5% of gross 
(vs. 48.2% for Philly Electric). Son of 
Swedish immigrant parents, Lindseth 
has not overlooked cost sheets. Despite 
above-average wage and fuel pay- 
ments, he pared production expenses 
25% between 1948 and 1952. 

Feeding the heavily industrialized 
Mansfield - Lorain- Youngstown - Alliance 
quadrangle around Cleveland, Ohio 
Edison President Walter Sammis draws 
more than 40% of business billings from 
steel mills and Akron’s tire makers. 
Merger with Ohio Public Service in 
1950 provided a big growth impetus. 
OE’s residential consumption is above 
average; net on investment is a gen- 
erous 7.4%. 

Almost alone among metropolitan 
utilities, blue-chip Philly ’Lectric basks 
in the glow of high per capita domes- 
tic consumption, perhaps because the 
City of Brotherly Love has mush- 
roomed as much horizontally as it has 
vertically. It serves more of suburbia 
than New York’s Consolidated Edison, 
for instance. According to one Con Ed 
survey, about 80% of its residential 
patrons are jammed in an average of 


COAL UNLOADING AT MUSKEGON: 


four rooms, have less room for appli- 
ances. Billings from home sweet home 
ure the fastest-growing segment of 
PE’s electric business. More recently, 
both residential and industrial use has 
gone up under the impact of U. S. 
Steel's new Fairless Works at Morris- 
ville, Pa. 

Neighbor Pennsylvania Power & 
Light electrifies the Keystone State's 
central eastern portion, is also well 
treated by Harrisburg rate fixers. And 
like PE’s Liversidge, President Charles 
Oakes has been chipping away at his 
debt ratio. Nor has agriculture-oriented 
Oakes been given the industrial go-by 
either. Merger with abutting Scranton 
Electric, okayed by owners last year, 
will boost direct dependence on an- 
thracite mining from around 10% to 
25% of op revenues. Surprisingly, in the 
teeth of hard coal’s hard times, tipple 
billings climbed from $4.6 million in 
1943 to $7.4 million in. 1952. Rocked 
by the incursion of cheaper gas and 
oil, miners have improved efficiency 
with “increased electrification and 
mechanization.” And eager to shake 
their dependence on the black dia- 
monds, PP&L communities have been 
hunting industrial diversification with 
some success. For Oakes, this coal- 
studded environment is something of 
a mixed blessing in more than one 
sense. Fuel ratio is low but labor ratio 
high. 

Like Charlie Oakes, Middle South 
Utilities’ Edgar Dixon has taken the 
scalpel to operating costs, though they 
rank among industry's lowest. MSU's 
high lines gird an area from the Ozarks 
southeast across the Mississippi delta 
and south through Louisiana’s coastal 
plains. Wattage comes from natural 
gas. Like Central and South West, 
MSU finds that domestic consumption 
suffers because of the gas’ ready avail- 
ability. But living standards have given 
consumption a fillip. So has air con- 
ditioning’s growing favor. Tied less to 
weak-sisterish textiles than booming 
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his residential customers use more electricity than most 
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aintenance... 


Protecting the investment in physical plant and equipment 
at American Cyanamid’s forty-one manufacturing plants 
and other facilities throughout this country and abroad is 

a fundamental purpose of our maintenance program. 


This carefully planned program is designed also to maintain 
our operations on a highly efficient, low-cost operating basis. 


It contributes, too, to safeguarding the quality of our products, 


helps to promote safety and improve working conditions, 
and contributes to the “good housekeeping” essential to 
individual employee efficiency and high morale. 


This is another way in which American Cyanamid, as a 
leader in the chemical field, is seeking to increase its 
services to American industry. 
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aluminum (10.4% of industrial take) 
and pulp production (8.1%), Edgar 
Dixon flashes a handsome 5.9% return. 

Less fortunate is Chicago’s Common- 
wealth Edison. Held to a niggardly 
4.5% return, Chairman Willis Gale re- 
cently underwent cross examination on 
a rate boost. If it wins commissioners’ 
approving nod, return will climb to 
5.8%. Though average residential con- 
sumption suffers from “big city” limi- 
tations, Gale can draw plenty of com- 
fort from his growing gas business 
(14% of op revenues), Gale plans to 
give his gas subsidiary its head, spin 
it off into new Public Service Co. of 
Northern Illinois and ultimately dis- 
tribute its stock to CE owners. 

Like Gale’s Windy City colossus, 
Baltimore’s Consolidated Gas, Electric 
Light & Power Co. boasts a thriving 
gas trade but is able to get very little 
natural gas for generating. Prospering 
about evenly from residential, com- 
mercial and industrial meters (about 
32% of electric gross each), President 
Charles Crane sports below-average 
fuel costs anyway. Reasons: hydro out- 
put and short-haul Pennsylvania coal. 

New Jersey's Public Service Electric 
& Gas (“Crossroads of the East”) en- 
joys a high rate structure. So President 
George Blake nets a good: 5.6% on in- 
vestment, even though harried by one 
of industry's most tumescent labor 
ratios (81%). Compensation: relatively 
slight fuel bills. But residential con- 
sumption is below average. White 
hope: suburban dormitory towns. Flank- 
ing George Blake’s service corridor are 
two General Public Utilities’ properties 
—New Jersey Power & Light, Jersey 
Central Power & Light. Rest of Presi- 
dent A. F. Tegen’s portfolio spills over 
into Pennsylvania. Like PSEG, GPU 
profits from a well-diversified industrial 
clientele. President Tegen registers a 
neat 6.7% return, has put a long knife 
to debt and production ratios alike 
(see table). 

Affection of cramped Gotham cliff 
dwellers for all the comforts of home 
(air conditioning and TV) have put 
some spark in Con Ed’s domestic loads, 
but one VP laments “they've got no 
room for a deep freeze or a dishwasher 
or any of that big stuff.” Con Ed’s labor 
ratio, however, is a high 25.7% of rev- 
enue, makes for one of the highest 
operating ratios among utilities. Presi- 
dent Searing was nonetheless able to 
engineer a 10% cut in production costs 
between 1948 and 1952. Thanks to a 
recent rate increase, he may register a 
better return than the 4% plus of pre- 
vious years. 

Like Searing, Boston Edison’s Tom 
Dignan is conservative when it comes 
to dealing with the bankers. Last year’s 
common issue, first in 18 years, pushed 
junior securities and retained earnings 


to 56% of capitalization, debt to 44% 
(no preferred outstanding). Despite 
heavy coal bills (24%), Dignan has re- 
duced to his production ratio. 


LABOR RELATIONS 

Amonc utility workers Forses un- 
earthed a surprisingly high number of 
father-son work teams. The “keep it in 
the family” attitude springs from the 
conviction that kilowatters pay more, 
show more interest in safe, attractive 
working conditions “than anybody else 
in town.” So claimed 95% of all electric 
employees sampled. 

Job security helps, of course. Strain- 
ing to keep a jump in front of clamor- 
ing demand, utilities are not firing but 
hiring. Quizzed on layoff policies, one 
Commonwealth Edison station operator 
looked incredulous, snapped: “Are you 
kidding? We haven't had any layoffs 
around here since the depression. They 
kept me on then and I haven’t done any 
kicking since.” Heavy fringes help. 

Kilowatters apparently generate 
plenty of communications know-how. 
A startling 92% of Forses sample pro- 
fessed to read company publications 
“all the time.” They proved they'd 
swallowed more than just “personals 
prattle” by correctly identifying top 
executives (“I saw his picture in the 
house organ”), talking knowingly of 
earnings figures (“We get the annual 
report every spring”). 


PUBLIC AND 
COMMUNITY RELATIONS 


Few vutiuities lean on professional ex- 
perts for public relations, but most do 
a bang-up job. Boosting their areas as 
THE place for industry or just plain 
living, most work hand in glove with 
commerce chambers and local improve- 
ment committees. Big booster in a 
booster-built State, Florida Power & 
Light President MacGregor Smith 
heads up the Sunshine State’s indus- 
trial development board, has taken his 
tale of growing Florida to the hustings 
in the hope of spurring still more 
growth. FPL is fast on its feet under 
pressure too, thrives on hurricanes. 
Quick service restoration after a big 
blow, says Mac Smith, “makes for fine 
public relations.” 

Other area boosters Philadelphia 
Electric (“The growing Delaware Val- 
ley”) and Public Service Electric & Gas 
(“Crossroads of the East”) reap their 
PR hay with a combination of pam- 
phleteering and advertising. 

Commonwealth Edison of Chicago 
filed a general rate increase bid last 
year, its first in 66 years. From his 
customers, chairman Willis Gale heard 
scarcely any grumbling at all. 

Efficient, too, in public relations is 
Consolidated Edison, now back in the 
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good graces of New Yorkers after tak- 
ing a hosing on air pollution a couple 
of years ago. 


STOCKHOLDER RELATIONS 


GrowTH takes capital and lots of it. 
Hence most electric chieftains show 
tender regard for shareowners’ sensi- 
bilities. There’s another reason, too. 
More than most, utility stocks are 
held by many employees and cus- 
tomers. 

Very prudent is Florida Power & 
Light. FPL’s growth-pinched payout 
(slightly better than 50% of earnings) 
is low enough to set some investors 
teeth on edge, but President Mac Smith 
boasts an 88% proxy return. Though his 
annual report is no “big production,” 
it’s fact-packed. Additional armament: 
chatty quarterly news sheets, a “stock- 
holder service” as ready to turn up a 
room for a bedless owner-tourist as it 
is to organize plant tours at the drop 
of a gladstone. 

Hewing to a more conservative, but 
no less effective, line is sprawling Con- 
solidated Edison. Its annual is~ more 
than a flashy eye-catcher, pinpoints the 
effect of growing TV and air condition- 
ing usage on billings, is rich with telling 
color charts, a nigh-exhaustive cost and 
tax breakdown. Though President Roy 
Searing took a more bearish view of the 
future at last year’s stockholder con- 
clave than most colleagues, according 
to oldtime Con Ed owners, there was 
less shareowner muttering than in pre- 
vious years. Possible reason: newly 
upped dividend. 

A “liberal” dividend policy is also 
apparently calculated to win Pacific 
Gas & Electric shareholders. Until re- 
cently Jim Black was barely earning 
enough to cover his regular $2 per 
share checks, but out they went any- 
way. Black’s annual is professional, too, 
and, like Con Ed’s, a cut above aver- 
age. Philadelphia Electric also gives 
owners a better look at the “inside” 
than most. 

American Gas & Electric’s report is 
not quite up to snuff with detailed cost 
data, but President Phil Sporn is ap- 
parently turned in the right direction. 
If there has been some restlessness 
over his “conservative” payout, last 
years 2%% stock dividend may have 
helped to quiet it. Among the smaller 
utilities Consolidated Gas, Electric 
Light & Power of Baltimore is probably 
the most bashful about its fiscal affairs. 
Its annual report covers operations, 
employees, rates, but with little depth. 
Complaints of “higher wage rates and 
higher prices for fuel and purchased 
natural gas . . .” might fall on more 
receptive ears if shareholders knew 
something about that all-important 
question, “how much?” 
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be with business conditions around the world 
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and 


With both hands occupied in home 
office operations, few businessmen 
have the time or opportunity to be- 


come experts on all the countries of 


preferences of the people contrast 
sharply with ours. 


OVERSEAS DIVISION is staffed by veteran bankers 


who have spent years living and working in foreign 


countries, at the other end of the two-way trade 
they now help to expedite from their positions at 
55 Wall Street, 


the world important to their business. 
wly That is why so many of them have 
come to rely on the firm right hand 


also To: a. ‘ae INFORMATION AND ADVICE on foreign trade develop- 

vific of National City s Overseas Division ment are considered part of our job and all areas 
re- with its matchless network of foreign are under constant study. 

= branches and correspondents in every —_ FOREIGN DEPARTMENT FACILITIES BOOKS have been 
“~ leading free city of the world. It is an prepared to guide commercial customers using our 
y ° : ° all-inclusive overseas services, 

00, experienced right hand qualified to 

~ meet widely divergent needs in far- You are invited to visit our Officers 
V . . . . 

je” flung commercial centers, where tra- or to call or write for information on 


ditional methods and the habits and how we can serve you. 
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RETAIL—MAIL ORDER 


WHEN SUMMER rumors sounded from 
Washington that Postmaster General 
Arthur Summerfield of the “business- 
men’s government” was about to raise 
parcel post rates another 36%, it was 
business:nen who cried Uncle. Presi- 
dent Robert Jackson of $35 million 
Aldens, Inc., told his stockholders: 
“. . . It will add more than $750,000 
to Aldens’ annual cost for parcel post 
and catalog mail. We can only hope 
that our government takes a realistic 
view of the consequences of such ac- 
tion and its effect on small business 

Last October Summerfield put his 
boosts through anyway, then rubbed it 
in by goading ICC for additional in- 
creases of 17% in catalog postage. With 
costs soaring in retailing’s most mar- 
ginal industry, Post Office got approval 
on the 17% increases by November. For 
Postmaster Summerfield, the direct 
catalog increases meant the ante from 
mail order’s Big Four—Sears, Roebuck, 
Montgomery Ward, Spiegel and Aldens 
—would go up from 1952’s $10.6 mil- 
lion to at least $12.4 million in 1954. 
While this might be a drop in the 
bucket for Sears and Ward, for smaller 
firms Spiegel and Aldens it meant 
working out—for the umpteenth time in 


1953—an escape from the profits 
squeeze. 
MANAGEMENT 


In Apri the industry learned that the 
man who largely had set the pattern 
for modern mail order chains, Robert 











Public & 


Labor Community Stockholder 
Management Relations Relations Relations 
Sears, Roebuck ($1,362)° ........ 95 95 95 80 
Montgomery Ward (706) ........ 75 75 65 60 
RY CEE oe? Pte 65 80 75 70 
itis o's ok uamndeb webion 90 85 85 90 
® In parentheses: Assets (in millions) as of January 31, 1953. + As of December 31, 


1952. 





E. Wood, was leaving his desk. At 74, 
Gen. Wood wrapped up his 26th and 
final year as Sears, Roebuck chieftain 
(president from 1928, chairman since 
1939). Taking over: vice-chairman 
Theodore V. Houser. Amiable Houser 
could claim part responsibility for the 
1953 record of Sears since his appoint- 
ment to No. 2 spot early in the year. 
But his magnificent legacy—a catalog 
business numbering 7,000,000 custom- 
ers and $750 million volume, a depart- 
ment store chain counting 700 stores 
and $2 billion annual sales—was the 
achievement of Robert Wood. 
Continuing his expansion in all di- 
rections, Wood last year planted a gen- 
eral’s boot in vibrant Canada. He put 
up $20 million along with Canadian 
mail-order chain Simpsons Limited’s, 
laid plans to advance store operations 
for the new subsidiary (it already had 
five outlets). By July, Simpsons-Sears 
was breaking ground on its fourth new 
site. South of the border, Wood added 
his first Colombian stores in Bogota 
and Barranquilla. South American vol- 
ume quickened from 1952’s $68 mil- 
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lion to an estimated $75 million. Do- 
mestic opening of some ten new units 
(mostly in Southwest and Far West) 
brought total assets to more than triple 
1945’s, but made up the smallest year’s 
gain in outlets since War II. Taxes 
were to blame. 

With only a president and two VPs 
left to “help” run $700 million Mont- 
gomery Ward, Sewell Avery continued 
to sit on company growth. While Sears 
stretched capacity to the limit, Ward's 
boss told owners that after such “man- 
euvers as those of Roosevelt, we had 
better look out for the future.” His 
way: “We've maintained dividends at 
the same rate”—thus giving MW a 
strong investment value, out of propor- 
tion to operating results—“and we've 
put the rest of the money we earned 
aside to get $3-a-square-foot buildings 
instead of paying four or five times that 
much... . It’s as simple as that.” 

For comparison of management 
achievements, it was also as simple as 
that. Avery's depression fixation went 
unchanged as first-half net investment 
dropped to $34.4 million vs. year-ago’s 
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$34.8 million. Working capital climbed 
to $577 million from December, 1952’s 
$533 million. Current ratio hit an amaz- 
ing 7.1 to 1. Meanwhile, Avery’s 605- 
store chain, down from 1945's 632, re- 
mained uneasily static. Operating re- 
sults were considerably less than that. 
Volume dropped 2.3% in the first half; 
third quarter fell off by 11.1%. Earn- 
ings at nine months plunged to $3.82 
vs. $4.17 in 1952 ($5.57 in 51, $6.45 
in 50). Ward’s share of the mail order 
industry—which was 42% in 1938 vs. 
Sears’ 51%—narrowed to around 25% 
while Sears’ approached 70%. 

For the volume drop, Avery has 
blamed a return to “normal buying 
habits,” this year blamed stiffer com- 
petition and markdowns. All are facts, 
of course, but also fact is that Avery 
has not bothered keeping up with Sears 
on vitals like (1) plant modernization, 
(2) population shifting, (3) popula- 
tion growing. In fortifying for the “de- 
pression,” Avery has liquid assets ($214 
million in cash vs. twice-bigger Sears’ 
$188 million) worth not at all what 
they were when he accumulated them. 

Chicago-neighbor $90 million Spiegel 
seems to be following Ward’s fatalistic 
course. But Modie Spiegel can hardly 
be expected to build stores or catalog 
offices until he gets out of the red. 
Volume in the ten months through 
October dropped 7.8% under 1952. 
October's sales dragged 20% below 
year-ago. Earnings for the first three 
quarters were $1.14 million shy of 
break-even vs. 1952’s $700,000 loss. 
The trouble dated back a few years. 

The third-largest mail order house 
had deficit troubles in 1942-44. Modie 
Spiegel reasoned then that Gen. 
Wood's Sears plan made sense, decided 
to forego his firm’s exclusive catalog 
business in favor of expansion to retail 
stores. From 1944-46, he bought up 
149 outlets. But there he stopped. 
While Sears and Ward pull volume 
from a 70-30 split of stores-catalogs, 
Spiegel’s new formula was backwards: 
35-65. In the high-volume years before 
Korea, the chain was cut to an even 
140, catalog offices raised to 66. When 
prices are high, this works just as well 
by giving value to the consumer who 
uses the lower-margined mails. But 
when prices soften—and they did 
throughout 1953—shoppers are skepti- 
cal of catalog bargains, ditch the books 
to go shop downtown in the stores. 
And Spiegel’s preoccupation with cat- 
aloging against the Sears trend to more 
stores hardly spells near-term growth. 

Aldens took a double-barreled posi- 
tive approach, succeeded in raising 
first-half volume $2.3 million to $39 
million, for a six-month record. Earn- 
ings recovered from 1952’s first half 
lle per share to 93c. President Robert 
Jackson, harder hit by the postal hikes 


than others, overcame the price de- 
clines with expanded store capacity, 
vastly expanded and promoted mail 
order business. 

Intensive plowing back (allowing 
for a steady $1.50 common dividend) 
has added to the proceeds of Aldens’ 
$7.1 million long-term bank borrowing. 
Working funds at January 31 were $18 
million, fully 49% of total assets. With 
them, Jackson opened nine new cat- 
alog offices in middle-sized cities, bring- 
ing the total to 64. Two new stores 
brought the Aldens chain to 11. Jack- 
son tinkered with innovations, intro- 
ducing “Super Service”’—a speedier, 
cheaper way to supply New York and 
environs by truck-shipping to Buffalo 
or Gotham, mailing from there. He also 
stepped up mail promotions, customer 
contacts, merchandise assortments to 
capitalize on lower prices. Taking cog- 
nizance not only of the city-to-suburb 
movement, but of the farm-to-town mi- 
gration as well, his concentration on 
urban centers paid off for both stores 
and catalogs. Retail units, with the two 
new stores not getting a full year in, 
shot from 10% of volume to 12.4%, The 
extension of personal-serving catalog 
offices allowed continued reduction of 
COD mailings, Aldens’ lowest-profit 
type of selling, and a sought-after in- 
crease in installment plans. 


Despite hiring problems and the tre- 
mendous added cost of parcel post and 
book mailing, Jackson’s alert merchan- 
dising raised earnings by industry's 
highest percentage. Even an income tax 
burden of $513,000 in the first six 
months vs. 1952’s $155,000 failed to 
dampen net results. Moving his little 
cutfit fast, with obvious handicaps due 
to size (his total sales are less than 
Montgomery Ward’s pretax profits), 
Aldens’ Jackson rates a high second- 
place for managing ability, way ahead 
of the coasting Wards and Spiegels. 


LABOR RELATIONS 


Despite evaporation of the labor pool 
throughout most of 1953, mail order 
firms displayed a marked ability to get 
along with their help. Kindness was 
returned with kindness and the indus- 
try enjoyed a year of happy relations. 
That labor failed aggressively to exploit 
its position was due to three factors: 
management took the lead and held it, 
catalog houses do not pay well but 
conditions are far superior to factories, 
and there are no unions in the picture. 

With the largest workforce by far— 
179,000—Sears, Roebuck employees dis- 
play the industry’s highest-pitched en- 
thusiasm. Gen. Wood's profit-sharing 
plan is the industry's finest: almost 
115,000 of the 179,000 own stock ag- 
gregating 25% of the total outstanding. 

Ward's help is in good enough shape 
wagewise. But Avery's autocracy per- 
vades even the lowest levels. From cor- 
porate officers to department super- 
visors, the inability to make decisions 
loses respect for management. And the 
job insecurity felt by VPs is also on 
the minds of counter clerks who are 
not unaware of the shops Ward has 
boarded up since War II. Ward locked 
out Forses labor relations surveyors, 
and while a case may be made for the 
company attitude that such things are 
no outsider’s business, Ward’s three top 
competitors did not share that belief. 

On a rough consensus of worker 
opinions, Spiegel shaped up second to 
Sears for smooth relations. All of the 
help (about 10,000) know and like 
bossman Modie Spiegel, Jr. Most favor 
the company’s handling of an uneven 
work schedule in the catalog division. 
They are well informed by handbooks 
and memoranda. The house organ 
Spiegel Ink was dropped last year in 
the economy drive. While the small- 
format, gossipy bi-monthly contained 
little but chatter, it was well received 


THESE SEARS EMPLOYEES atop Louisville store eat fungi in water which is 
part of air-conditioning system. Like other Sears employees, they are not union- 
ized; unlike others, they do not share in dollar profits. 
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Spark of genius 


is to open the avenue of scientific knowledge to youth”* 


Franklin...Fulton...Lincoln...Bell...Willard—geniuses ? 
Yes, in the sense that they had the creative spark and 
the ability, courage, and leadership to see and speed to 
us inventions and ideas beyond the horizon of their day. 


FUTURE IN TODAY'S YOUTH—‘The scientists, states- 
men, inventors, and humanitarians of tomorrow are 
among our youth of today. The future depends upon our 
discovering, fostering and using their creative genius. 


OPPORTUNITIES ABOUND for all of us “‘to direct the 
genius and resources of our country to useful improve- 
ments, to the sciences, the arts, education ...””* 


SCHOLARSHIPS AND FELLOWSHIPS—To help meet 
this need, Union Carbide has established undergraduate 
scholarship and fellowship programs in a number of 


liberal arts colleges and technical institutions to assist 
deserving students who are interested in business and 
scientific careers. 


THE PEOPLE OF UCC hope you, too, will do everything 
in your power to discover and encourage the creative 
talent of our American youth. In them is our greatest 
assurance of an ever better tomorrow. 

TO LEARN MORE about the Union Carbide scholarships and 


fellowships, their purposes, and the colleges and universities in which 
they have been established, write for booklet A. 


*from Tablets in the Hall of Fame, New York University. 


Unton CARBIDE 


AND CARBON CORPORATION 


30 EAST 42ND STREET UCC NEW YORK 17, N. Y. 





UCC’s Trade-marked Products include 

ELECTROMET Alloys and Metals HAYNES STELLITE Alloys PRESTONE Anti-Freeze 
PYROFAX Gas DYNEL Textile Fibers | UNION Carbide 

EVEREADY Flashlights and Batteries 











LINDE Oxygen 
PREsST-O-LITE Acetylene 
SYNTHETIC ORGANIC CHEMICALS 


NATIONAL Carbons 
LINDE Silicones 
BAKELITE, VINYLITE, and KRENE Plastics 
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by Spiegelites and is missed. It was 
management's main communication 
system. If hard tithes continue, the 
missing link might be missed still more. 

Aldens’ 4,800 employees are treated 
more like a family than others. Re- 
sponse to this is not as good as it could 
be: in most cases interviewed, the big- 
happy-family approach got little better 
than passive acceptance. One reason in 
many of the retail stores is the lack of 
house-organ distribution. The monthly 
Aldenite is industry's best publication, 
is constantly surveying for constructive 
criticism, but is circulated conscien- 
tiously only in the mail order division. 
Aldens’ material benefits, like Spiegel’s 
and Sears’, are liberal and all workers 
are well-informed on them. The family 
treatment comes in the form of bul- 
letin board notices which do not lack 
humor or readership. Recent one: “All 
employees: The Chicago Transit Au- 
thority has announced that it will paint 





AVERY: 


SPIEGEL: 


the (nearby) elevated structure... . 
Their painters have developed a free 
swing with their brush hands . . . they 
will not be responsible for gobs and 
splatters. TAKE HEED unless you look 
well in polka dots . . . during Operation 
Paint Brush.” 


PUBLIC AND 
COMMUNITY RELATIONS 


Crusty Robert E. Wood, Kansas City- 
born and West Point-bred, has dissemi- 
nated some sturdy midwestern ideology 
to his massive distribution empire. In 
his 1940 annual report Wood bluntly 
set some down for stockholder and em- 
ployee cognizance: 

“Sears, Roebuck and Co. believes: 

“That it owes an eternal debt to the 
farmer and must be ceaseless in its 
efforts to repay that debt; 

“That taking as much as possible out 
of an economic system and giving in 
return as little as necessary is not just 
bad morals; it is also bad business.” 

For Sears, this credo. is more action 
than words. Postwar, as Wood hustled 
$150 million into new stores and mod- 





ernization, SR emblems sprouted in 
dozens of bubbling communities. One 
outlet squeezed into a New Jersey sub- 
urb, rolling away a few houses to lay 
down a co-op parking lot. Local re- 
sentment was feverish; then, the need 
for the extra auto space gradually 
dawned before the traffic-tied council- 
men. Last year the town praised Sears 
for its foresight, beat a path as the 
store led other merchants in price re- 
ductions. Said its homegrown manager, 
whose “Class B” type outlet skips soft 
goods, is light on some hard lines: 
“People can’t always get what they 
want here, but they've been pretty sat- 
isfied with what they get.” 

Wood’s_ catalog—celebrated from 
barnyard to backyard—maintains its 
grip on farm favor with conservative 
layouts (noticeably behind the splashi- 
ness of Ward and Spiegel books) and 
hard testing of its sight-unseen mer- 
chandise. Though most Sears areas 


WoOoD: 
recession-conscious, retrogressing, retired 


now list more urban than rural corre- 
spondents, Wood has not quit his self- 
imposed debt to the farmers, continues 
a lavish 4-H Club scholarship program. 


By comparison, some mail chains go 
begging. Sewell Avery’s pennypinching 
leaves stores in dusty need of overhaul, 
and sensitive shoppers are leaving 
Ward with declining sales volume. 
Spiegel is known in hometown Chicago 
for low-quality furniture despite heavy 
concentration in other lines and on 
good merchandise, has done nothing to 
rebuke this tag, almost fuels it by loud, 
frequent price-slashings. 

Because of its size and friendly fame, 
Sears receives publicity without lifting 
a finger. Like General Motors and 
American Tel. & Tel., nearly everything 
it does or says is news. Public relations 
men spend most of their time answer- 
ing press requests, do very little mimeo 
handouting. And the general was gen- 
erous with interviewers. Not so Ward’s 
chairman, who stubbornly cuts news- 
men short, appears indifferent to pub- 
lic reaction to the violent turnovers in 
his management. 
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STOCKHOLDER RELATIONS 


THE CATALOGERS, whose customer re- 
lations are coddled lavishly with indus- 
try’s biggest publishing effort, do just 
the opposite for their stockholders. 
Each of the “big four” puts out a dif- 
feretn type annual with the largest out- 
fits offering the skimpiest information. 

Runaway winner of stockholder re- 
lations honors is little Aldens. Nary a 
glossy page is wasted. Outstanding ex- 
ception to the tell-nothing rule of 
retailers generally, president Jackson 
jampacks his statement with figures, 
facts, fine brown charts (only Spiegel, 
among the others, posts so much as a 
single graph). 

Despite the most expensive annual 
report, SR is only second-best in stock- 
holder relations. Though his annual re- 
port format is big as a catalog’s (over 
9” by 12”), bedecked with four-color 
covers, Gen. Wood offers only four 
pages of figures, none of which go fur- 
ther back than three years. Nine report 
pages are devoted to a many-pictured 
spread on Sears’ testing labs, contain 
more promotion copy than hard facts 
for investors. But Sears’ owners, whose 
fiscal appetite is barely edged by 
Wood’s quick earnings rundown and 
skimpy balance sheet, are fed well with 
industry’s highest payouts (average for 
ten years: 50% of net). 

Wood saved choice news items from 
his annual meeting for a_ private 
press conference afterward, informed 
reporters of major decisions to (1) re- 
tire in 1954, (2) consider dropping the 
Allstate automobile. Owners, who have 
learned to read their newspapers, read 
all about it next day. 

Just as uninformative, much _ less 
congenial, Ward’s Avery was at top 
form at last spring’s annual meeting. 
One woman who moved up for a close 
look was startled out of her wits by 
Avery’s remark: “I hope you think me 
a little less devilish.” To a Wall Street 
broker who paused for breath while 
reading a list of suggestions to directors, 
he snapped: “If your appraisal were 
as strong as your breath, it would be 
worth listening to.” One reporter side- 
tracked financial data to write in the 
his meeting story that Avery looked 
“the picture of health.” 

Avery’s curt, black and white an- 
nual report is the picture of conserva- 
tism. The midget report fits owners 
pockets as well as Ward’s middling 39% 
dividend payout. 

Modie Spiegel’s report has artistic 
class, but with a semi-annual statement 
represents his only stockholder rela- 
tions effort, hardly compensating for 
a lost dividend. Though told more than 
most mail order owners, Spiegel stock- 
holders still had to check clippings to 
keep up with their equity. 
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AIR SERVICE FOR REGULAR MAIL is kicked off by Capital's Carmichael, 
TWA’s Damon, Postmaster Summerfield, American’s Smith, United’s Patterson 


AIRLINES 


As AIRLINEs buzzed through 1953, op- 
erators discovered a distressing parallel] 
between physical and financial phe- 
nomena. The higher revenues soared, 
the more rarified the atmosphere be- 
came. From October, 1952 to Septem- 
ber last year, the industry totted up 
10,840,881,000 passenger miles, 20.3% 
more than the year before. Since 1949, 
freight service was up 1,000%. Where 
the nation’s certificated lines took in 
over $1.1 billion in 1952, estimates 
promised 10% to 30% more revenue last 
year. Operating income, however, was 
spotty (see box). 

As the passenger problem disap- 
peared for the time being, a hangarful 
of others took its place: 

® The industry claims (and the 
Civil Aeronautics Board agrees) that 
fare structures are outmoded, in some 
cases discriminatory. In answer to car- 
riers’ complaints, CABmen are planning 


a study to explore airline earnings his- 
torically; variations in fares between 
lines, regions, competitive and non- 
competitive points; coach vs. standard 
fares, rail vs. air fares. They hope for a 
“fair return” formula for regulated 
transportation. Almost unchanged in a 
decade, tickets are still priced on a 
base of 6.lc a mile for first class, 4c to 
4.5c for coach travel. 

© Airport facilities are too limited 
for modern needs. “Mass acceptance of 
air transportation,” says Capital Air- 
lines President J. H. Carmichael, “has 
created problems. of mass handling 
which must be met if airlines are to 
maintain the high standards of person- 
alized service that has contributed so 
much to the growth of the industry.” 

© In 1948, virtually all ‘airline in- 
come came from first class travelers. 
But almost as soon as Capital intro- 
duced domestic coaches, cheaper seats 





Management 
Pan American ($200.9)*.......... 85 
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* In parentheses: assets (in millions) as of December 31, 1952. + As of June 30, 1953. 
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were quickly filled. Today, 50% of 
revenues come from tourist flights. Is 
this a blessing or a bane? Is low fare 
service cutting into luxury travel eam- 
ings? While Eastern, Trans World, 
United and American are increasing 
coach fleets, Capital, among a host of 
others, is not so sure of the value of 
its own creation. 

® Although commercial planes are 
winging over four and a half times as 
many scheduled miles of routes in the 
U.S. as in 1989 (75,644 unduplicated 
miles), most lines want more. Pending 
before the CAB are applications for 
new routes which would double pres- 
ent mileage. If granted, the requests 
would stretch Eastern’s lanes 216%, 
Chicago & Southern’s (before the 
Delta merger) 217%, Delta’s 133%, 
United’s 100%, Northwest’s 24% and 
Capital’s and Western’s 35%. 

® In his first air move, President 
Dwight D.. Eisenhower ordered subsidy 
separated from mail pay so .that fiscal 
responsibility will be “clearly fixed.” 
Representing 23% of revenues in 1941, 
“mail pay” now amounts to less than 
5% of airline gross. And 98% of domes- 
tic air mail is hauled subsidy free. But 
an estimated $80 million annually still 
goes to prop unprofitable routes both 
at home and abroad. Among the Big 
Eleven, Braniff, Delta~-C&S, Northwest 
and TWA still need help on interna- 
tional flights while Pan American col- 
lects a whopping $28 million subsidy 
on top of $11 million for lugging mail. 

© Biggest carrier worry by far is 
new Capital. Within the next seven 
years, industrymen are agreed that jets 
must displace piston-powered engines 
for long hops. They will cost an esti- 
mated $756 million. Since present 
fleets will return only some $276 mil- 
lion to depreciation accounts, the ques- 
tion is: “Where will the balance come 
from?” 

To date, lines have relied heavily 
on funded debt and retention of earn- 
ings when there were any. Every op- 
erator would prefer to raise needed 
cash by selling more stock. But to at- 
tract investors, companies must pay 
dividends. Dividends leave less to 
meet already pressing obligations. Ar- 
ticulating the problem for his fellows, 
TWA President Ralph Damon explains: 
“Our business is subject to violent traf- 
fic fluctuations, rapid technological de- 
velopments. Consequently, the prime 
need is a level of earnings which will 
attract long-term capital and a regu- 
latory policy which will permit such 
earnings.” In the pas‘, says Damon, 
the CAB “has robbed us of the oppor- 
tunity to increase our invested capital 
by strictly limiting our rates of return.” 
He suggests that the agency should 
use the relationship of expense to rev- 
enue as a basis for figuring fair return, 
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A 7-Ton Bite into 
the Nation’s NEWEST COPPER MINE 


Each month the new Yerington mine and 


Anaconda’s new open pit copper mine at 
Weed Heights, near Yerington, Nevada, is 
the first new copper mine to be put into opera- 
tion in this country since World War II. Be- 
fore ore could be economically mined, mil- 
lions of tons of waste material—what miners 
call “‘over-burden”—had to be removed. It 
was officially opened on November 10, 1953, 
when the huge jaws of the electric power 
shovels began taking 7-ton bites. 


ANACONDA 


COPPER MINING COMPANY 


January 1, 1954 


95 


beneficiation plant will be shipping about 
5,000,000 pounds of copper, in the form 
of precipitates, to Anaconda’s plants in 
Montana for smelting and refining. 

The nation’s newest copper mine is typical 
of Anaconda’s constant efforts to develop 
mining resources, advanced metallurgical 
processes and new and better metal products 


at its manufacturing subsidiaries. 53278A 


The American Brass Company 

Anaconda Wire & Cable Company 

Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 
Anaconda Aluminum Company 

Anaconda Sales Company 

International Smelting and Refining Company 














TRIPPE: 


BOAC JET COMET: 


foreign competition justified an impatient order 


rather than invested capital as at pres- 
ent. Until some such adjustment is 
made, airmen are likely to see more 
1953-style Wall Street reactions—as 
revenues went up, common stock prices 
swooped near three-year lows. 


MANAGEMENT 


WHILE MANAGING any major airline is 
one of the most exacting executive jobs 
in industry, flying overseas routes is 
harder. Among Braniff, International, 
Delta-C&S, Northwest, TWA and Pan 
American, all of which serve foreign 
ports, TWA’s 1953 international per- 
formance topped the list. 

Sparked by new President Harold R. 
Harris, Northwest seethed with new 
aggressiveness last year, drove to dig 
in as a major trans-Pacific carrier. In 
the first six months, with the help of 
$2.39 million in U.S. mail pay, the 
struggling line cleared $391,513 op- 
erating net. Still cultivating a thinly 
traveled route to Latin America, Braniff 
lost $574,823. Delta~-C&S President C. 
E. Woolman got into overseas lanes for 
the first time after May 1 by merging 
prosperous Delta with growing C&S, 
tasted the high cost of carrying fares 
to Cuba and Caracas. (His first month’s 
loss was $11,585.) Among the giants, 
Pan American garnered $93.2 million 
from Latin American, Pacific, Atlantic, 
and Alaskan services, 17.8% of which 
came from Uncle Sam. President Juan 
T. Trippe rang up a $255,476 operat- 
ing loss for the period. Damon, whose 
$25.2 million international gross con- 
tained only 6.5% of Federal money, 
cleared $140,061. 

Up until now PAA has been the only 
U.S. line without domestic mileage, 
but after April 30 Trippe will inaugu- 
rate overseas flights from Detroit and 
Chicago. His survival against the rest of 
the world has hinged on superb service. 
Other lines concentrate on costs, sched- 
ules and profits. Pan American has 
glamor, too. “In the new era of highly 


competitive selling,” says the line, “the 
most interesting management problem 
has been vigorous sales promotion .. . 
continual improvement of passenger 
service both aloft and on the ground.” 
Trippe’s promotion is by no means con- 
fined to passengers. It is applied to 
governments—in Washington and else- 
where—in industry, to the press. 

While more cautious subsidy-free 
lines shun the jump to jets as uneco- 
nomical, Trippe calmly placed orders 
for three deHavilland Comet IIIs 
from Great Britain. Although the ad- 
vanced liner is not yet in production 
and is far from a proven machine, 
Trippe justified his impatience by 
pointing to foreign competition. At the 
same time, he cemented his public 
reputation for advanced thinking. 
Trippe persuaded fellow members of 
the International Air Transport Asso- 
ciation to establish tourist fares across 
the Atlantic years before any rival was 
ready (by threatening to go ahead 
alone), proved that low fares stimulate 
business. Last year PAA tried a similar 
coup, seems to have succeeded. It pro- 
posed a 45% slash in trans-Atlantic bulk 
freight rates. “If international air cargo 
is to play its part in stimulating the 
growth of two-way trade,” claimed VP 
Willis Lipscomb, “we must break away 
from an air cargo rate structure geared 
to small shipments.” As Trippe may 
have expected, the proposal was re- 
jected after initial “considerations ad- 
vanced by various governments.” At a 
November IATA meeting, however, 
competing lines accepted the principle 
of lower rates, gave hope of putting 
trans-ocean air freight on a mass basis. 
The new rates, promises Lipscomb, will 
boost business 50% to 60%. To provide 
for bigger loads of both people and 
packages, the line plans to add 18 more 
DC-6Bs, three DC-6A cargo carriers 
within the next few months. Money 
will come from a $25 million 3%% bank 
loan negotiated in June. 
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In a battle to improve routes, PAA 
was pitted against Northwest when the 
line argued for CAB permission to fly 
the shorter Pacific route via Alaska to 
Tokyo. As Northwest, which regards 
the route its own, accused PAA of 
“cannibalism,” VP Alvin P. Adams 
claimed his company was being re- 
stricted to circuitous routing “for no 
other reason than to featherbed North- 
west at a price of millions of dollars 
to the taxpayer.” 

If struggling Northwest is looking for 
Uncle Sam’s protection overseas, Gen- 
eral Harris is asking no quarter at 
home. What he has done is far less 
important than what he is doing, and 
it’s still too early to judge his manage- 
ment. Brought to NW by dissatisfied 
stockholder directors, General Harris 
headed War II’s Air Transport Com- 
mand, later became a PAA VP. After 
taking a long look at sadly-shaped NW, 
he concluded the line needed $30 mil- 
lion in new planes and a new mainte- 
nance base. “We're going to have a 
bigger airline and have it pretty soon,” 
said he. To tide him over while six 
Super Constellations are on order, the 
new president upped available seats by 
adding eight spaces to his Boeing 
Stratocruisers, leasing other ships from 
non-competing lines. 

What Harris walked into was the 
second oldest commercial air carrier, 
almost lost in the industy’s slipstream. 
There was, says he, “failure to recog- 
nize that the once small local operator 
is now one of the great international 
operators of the world.” Although NW 
tallied losses in three of the years from 
1947 to 1952, while other operations 
made money, the line got its hardest 
blow when it had to ground 20 Martin 
planes after a series of crashes. To 
clean up the picture, Harris first di- 
vided management responsibility be- 
tween operations and policy, brought 
in four new directors, made five new 
top posts in sales, long range plans, 
budgets, properties and public rela- 
tions. To get closer to money markets, 
a central executive office was set up 
in New York. Operations were split in- 
to two divisions—Continental, to handle 
domestic service and routes and those 
to Hawaii and Alaska; Orient, to over- 
see Far Eastern business. 

With instant success, Harris ended 
traditionally bleak winter months with 
a $697,601 deficit vs. a $1.2 million 
first quarter loss in 1952. By the end 
of nine months, per share earnings 
leaped from 77c to $1.86. Pretax net 
was more than doubled to 7.8%. For 
ready money Harris had to pay 4% but 
managed to arrange $21.8 million i 
bank credit. 

Faced with an equally vexing situa- 
tion, Texas’ Tom Braniff, now an en- 
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National Gypsum Company profits in 
the 1954 will reach an all-time high, Board 
rier, Chairman Melvin H. Baker revealed to 
_— the financial press recently. With reduc- 
Cog: tions in cost from technological improve- 
pe ments completed in 1953 and omission 
NW of the excess-profits tax in 1954, earnings 


per share should be at a high level. New 


ri Gold Bond products —bringing the total 
dest products to well over 200—will help 
irtin keep sales moving at a fast pace and 

To compensate for possible shrinkage in 

di- new construction. 

be- Aggressive selling has played a major role 
ught in National Gypsum’s increased sales and 
a 4 profits. Creative salesmanship has been 
i. demonstrated in the dynamic growth of 
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NORTHWEST’S HARRIS: 
a bigger airline, and soon 


ergetic 70, told his employees: “While 
the early days were hard and unre- 
warding, the present is filled with 
complications and headaches not 
creamed of in the beginning.” 

His understatement could be applied 
to any line, certainly to his own. Tall, 
white-haired Braniff has two things in 
common with President Terrell C. 
Drinkwater’s Western. Both are west- 
ern-bred. Both have consumated merg- 
ers—Western with Inland, Braniff more 
recently with Mid-Continent. The com- 
parison ends there largely because 
Drinkwater was either wise enough or 
lucky enough to stay domestic. 

Western’s big task for 1953, explains 
Treasurer J. J. Taylor, “was the intro- 
duction of a new type of airplane and 
the inauguration of service over a new 
route.” The new machines, five DC- 
6Bs,—were added to the line’s ten Con- 
vairs, five DC-4s and nine DC-8s. 
They made one-stop, Twin City-Los 
Angeles flights possible. 

Despite higher operating costs, 
Drinkwater’s new equipment lifted per 
share earnings from $1.28 to $1.34 for 
the nine months, lowered the break- 
even load factor to 52.5%. Load factor 
actually experienced for the period was 
60%. Taking a look over the horizon, 
Taylor says: “Unless the well-adver- 
tised recession forecast in many quar- 
ters develops in 1954, we anticipate an 
increasing level of traffic and we hope 
sve will be able to effect a moderate 
increase in our earnings during the 
coming year.” 

Braniff's hopes are similar, but his 
chances are considerably more slim. 
“We are on the verge of the jet age,” 
says he, and “The atomic age will fol- 
jow. Some may even live to see de- 
partures for the moon.” His airline, 


however, is only on the verge of break- 
even. The colorful Texan’s troubles 


have all come wearing a cloak of good. 


luck. In 1946, when revenues were — 


$10.5 million, Braniff was granted 
routes to ten Latin American countries. 
Unfortunately, all were being served 
by Pan American Grace and PAA, 
along with other foreign flag lines. It 
took two years for Braniff to get pas- 
sengers into the air over the 7,600 
route miles and the operation has not 
yet earned a cent. In 1952, Braniff 
merged with little Mid-Continent, 
added 4,450 miles at home, Absorbing 
M-C is still in process. Braniff’s orig- 
inal line depended on an average of 
19% of revenues from mail pay from 
1948 to 1950; 1951 (his best year) 
returned $1.27 a share. But the skids 
were greased again in 1952 when per 
share net dropped to 2lc. By the end 
of last year’s first half, revenues had 
climbed to $19.1 million vs. $18.6 mil- 
lion the previous year. The pretax score 
was a $1.5 million deficit. 

Reasons are not hard to find: (1) 
Unprofitable Latin American flights, 
which have run up losses of $4.5 mil- 
lion. The government has paid back 
only $1.6 million. (2) Although M-C 
had averaged $3.04 a ton mile in mail 
pay in 1951. Braniff is getting no 
more than his regular 53c service rate 
for operating the new route. He has 
asked the CAB to either relieve his 
line of small, unprofitable stops or 
“give us an overall rate which would 
take care of the entire situation.” 

But Braniff is not complaining. M-C, 
says he, “fits into our operations quite 
logically” and “we think South America 
is in for tremendous development.” To 
be ready for it, the line has exchanged 
DC-3s for Convairs, DC-4s for DC-6s 
to “enable us to offer a volume of 
schedules and capacity sufficient to 
improve operating results.” 

Delta-C&S difficulties are blamed on 
“procedural delays” arising from the 
merger of Delta and Chicago and 
Southern early in 1953. The new line 
earned $1.4 million in fiscal 53 (ended 
in June) compared with Delta’s $1.7 
million the year before. A first quarter 
(July-September) deficit hit $72,226. 
Making no bones about it, Woolman 
termed the period one of “transition 
. . . during which progress was made 
in integrating personnel, operations and 
route systems.” This, he explains, “has 
involved considerable expense, while 
the economies made possible by the 
merger must necessarily be achieved 
more slowly over a longer term.” Sig- 
nificantly, Delta-C&S has not eliminated 
dividends. Unlike Braniff, Woolman 
has agreed to a 58c per ton mile non- 
subsidy mail rate for all domestic ser- 
vice, is negotiating new terms for 
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BRANIFF’S BRANIFF: 
complications and headaches 
Caribbean routes. 

For ready cash, the line has $4 mil- 
lion in excess of working balances and 
has already drawn $9 million of a $20 
million 34% bank loan agreement. With 
it Woolman is adding 20 Convairs, 
most of which have been delivered. He 
is also waiting for ten DC-7s, the same 
360-mile-an-hour plane recently pur- 
chased by PAA, American, United, 
National, and Eastern. 

To flesh out routes, Woolman asked 
the CAB for extension from Miami to 
Havana, from Chicago to the Twin 
Cities, from Atlanta to Memphis and 
for entry into New York and Washing- 
ton. While waiting for the green light 
(which will undoubtedly be a long 
time in coming), he has set up inter- 
changes with American and National 
to get to the West Coast; with TWA 
to get into New York from Atlanta. 

Not quite so optimistic, Capital's 
Carmichael believes that “with rising 
costs and with fare levels remaining 
somewhat static, it is quite possible 
that earnings may not reflect traffic 
increases” in 1954. This was not true 
last year. Pretax profits rose from 3.8% 
to 7.8% for the nine months, boosted 
per share net from $1.17 to $1.60 for 
one of Capital's best periods. Car- 
michael has been legally able to pay 
dividends since 1951 when his earned 
surplus first exceeded the $1 million 
limit set by terms of a debenture issue. 
But the cautious flyer has put first 
things first, reduced debt, replaced out- 
moded planes. By last year, funded 
debt was down to $6.5 million, al 
though it promised to rise moderately 
as five new Constellations are de- 
livered. 

Carmichael has worked harder than 
any other airman to make his line self- 
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INORGANIC 
ACIDS 


Dial Davison...for your chemical needs 


No further away than your telephone is your confidential friend and technical advisor, 
the representative of The Davison Chemical Corporation of Baltimore. 
In what field is your problem—a real refrigeration desiccant, the established know-how on 
fluid type synthetic petroleum cracking catalyst or reforming catalyst, a silicofluoride for the 
protection of your water system, a flatting agent for paint and varnishes, the best in 
manufactured fertilizers—in short, anything related to Davison’s diversified product group? 


DIAL DAVISON—your answer will be quick, accurate and friendly. 


Progress Through Chemistry 


THE DAVISON CHEMICAL CORPORATION 


Baltimore 3, Maryland 


PRODUCERS OF: CATALYSTS, INORGANIC ACIDS, SUPERPHOSPHATES, PHOSPHATE ROCK, SILICA GELS AND SILICOFLUORIDES. SOLE PRODUCERS OF DAVCO® GRANULATED FERTILIZERS . 
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sufficient since a long sought merger 
with Northwest fell through. But he 
has had none of the good fortune seem- 
ingly enjoyed by up-and-coming Na- 
tional’s President George T. Baker. 
Says Eastern’s dynamic rival: “No par- 
ticularly pressing management problem 
confronted me during 1953.” His as- 
surance was well-earned. National's 
fiscal year (ended June 30) marked an 
all time financial high with revenues 
up 16.5% over 1952 at $32.9° million, 
dividends upped 5c to 55c. His pas- 
senger load factor rose from 62% to 
65%. By increasing debt from $3 mil- 
lion to $10 million, Baker acquired 
eight DC-6Bs,’ expects eight Convairs 
and four DC-7s by early this year. 
Along with a reputation for captain- 
ing the fastest growing line in Amer- 
ica, Ted Baker has made a name as 
the fightingest airman. His big oppo- 
nent is Eastern’s Eddie Rickenbacker 
with whom he is deep in three formal 
battles. Baker is trying to prevent: (1) 
an Eastern merger with Colonial—he 


or not Ted Baker has any notion of 
real piracy, EAL is amassing a fleet 
well worth capturing. In ten years, 
Rickenbacker will have spent $325 
million on planes, by that time expects 
to have jets in the air. Last month he 
put the first of 16 turbo-compound- 
powered Super Constellations to work, 
plans to use older first class ships for 
tourist flights. And just to make sure 
his New York-Miami “commuter” ser- 
vice pays off, Captain Eddie got to- 
gether with NAL long enough to hike 
daytime coach rates from $44 to 
$50.50. The boost was not publicized. 

Given more press play was EAL’s 
nine month net. Hampered by terrific 
depreciation charges (11.2% of sales in 
1952, 11% for three 1953 quarters) 
EAL’s margin nevertheless rose to 
11.2% from 8.7% before taxes, although 
revenues went up only $6 million. Both 
United and American showed bigger 
margins, and TWA lifted revenues 21% 
to $142 million. United’s pretax tally 
was down to 12.8% vs. 16.4%, while 


By August the company reported 46.5% 


“of all domestic passenger miles were 


from tourist flights compared with 23% 
for American, 22% for United. Despite 
contrary contentions, TWA claims the 
service is tapping genuinely new mar- 
kets— businessmen are turning to 
cheaper flights, more women and chil- 
dren already fly coach. Its top earning 
flights are tourist: the best take is 
$3.06 to $3.12 per mile vs. $2.89 to 
$3.05 for first class. 

If TWA’s finances were the most im- 
proved, American is the best-managed 
line from any angle. Under President 
C. R. Smith, AA has increased rev- 
enues year by year, consistently stays 
ahead of the field with new equipment, 
sales promotion. More than any other 
line it has stimulated new freight traf- 
fic through a carefully planned pro- 
gram of industrial education, has been 
the industry spokesman before the 
CAB. Latest lead is in purchasing 25 
DC-7s, claimed to be the nation’s fast- 
est commercial liner, which will make 
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AIRLINE PERFORMANCE, JANUARY-SEPTEMBER, 1952 AND 1953 


(domestic only) 
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wants the line himself; (2) an Eastern- 
Pan American interchange at Miami— 
he wants the connection; (3) an East- 
ern-Braniff-TWA interchange which 
would compete with the National- 
Delta-American arrangement to fly 
coast-to-coast. None of these cases is 
near settlement. 

Eastern, along with United, Ameri- 
can and TWA domestic found far less 
to beef about last year. For the third 
successive year all of the big four were 
both healthy and to a growing ex- 
tent wealthy. Rickenbacker celebrated 
EAL’s 25th year by taking on the 
board chairman’s job, bringing in 
Thomas F. Armstrong out of the 
Treasurer’s office to be president. Gen- 
eral Manager and still boss, of course, 
is Captain Eddie himself, who takes a 
far more dignified view of the EAL- 
National rivalry than Baker does. While 
NAL has called its competitor a liar, 
has accused him of illegally pressuring 
Colonial, Rickenbacker has been con- 
tent to dub Baker “a pirate.” Whether 


top-rated American better than held its 
own at 14.7% vs. 14.3%. 

Indicative of TWA’s new position in 
its industry is that it is paying debts 
instead of making them. In November, 
the line deposited $4.6 million against 
an original $40 million loan from 
Equitable Life Assurance. Made in ad- 
vance, the payment whittled the obli- 
gation to $20 million. When Damon 
joined Howard Hughes’ (TWA’s 75% 
owner) in 1949, debts of all kinds to- 
taled $56 million, stockholder equity 
only $6 million. By the beginning of 
last year, debt was down to $45.2 mil- 
lion, net worth up to $53 million. 
Damon had a completely modern fleet 
with more planes on the way. Last 
spring he took a rare expansion step 
after five years of digesting what he 
already owned, launched flights from 
Bombay to Ceylon. 

Until then Damon was interested in 
expanding nothing but his earnings. 
To do it, TWA became America’s big- 
gest transcontinental coach operator. 
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non-stop coast-to-coast flights common- 
place. Moving into Big Business Blue 
Book (he was elected a Chase National 
Bank director last month) Smith, like 
United Airline’s Patterson, helps give 
airlines a respectability in the money 
marketplace after years of waiting for 
recognition. 

Progress for both United and Amer- 
ican has passed the stage of dramatic 
spurts for headlines. Both are big, both 
are deeply entrenched in the nation’s 
economic system. Their moves have 
become those of solid, even conserva- 
tive citizens. In running his line Pat- 
terson complains, like many another 
utilityman, of the “lack of flexibility in 
management's prerogative due to gov- 
ernment regulation.” In the areas 
where he has control over his actions, 
he has added 55 Convairs, upped tour- 
ist schedules to 25% of all flights. 

For the 12 months to September, 
Patterson’s ratio of operating costs to 
revenues was 87.7%, up from 83.7% the 
year before. “Prevailing opinion is,” 
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meeting place of nations 


In 1947 the chief U. S. delegate to the 
United Nations asked of his fellow 
delegates: 


“Where will we find a place where rail- 
roads and wonderful highways and a 
great river all come together to bear the 
burden of humanity and of goods and 
of communications ...?” 


That place for the United Na- 
tions’ headquarters was found 
in New York. 


No city is more truly a meeting 
place for exchanging the goods 
of the world. Through the Port 
cof New York flows about half 
of the $25 billion or more in 
cargoes thatmakesup America’s 
foreign trade. Out go machine 
tools and farm implements... 


flour and fertilizer... bulldozers - 
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and bicycles ... shoes and steel 
and petroleum and a thousand 
other items. 


In come olives from Greece, 
woolens from Britain, cameras 
from Germany, cheeses from 
Switzerland, and many other 
products from many other coun- 
tries—making overseas trade 
truly a two-way street. 


The Chase knows this story of 
two-way trade; has helped to 
write many a chapter. In Greater 
New York alone, you'll find 29 
Chase offices engaged in financ- 
ing overseas trade... one in the 
very shadow of the U. N. Sec- 
retariat Building. Within the 
United States, the Chase has the 
largest correspondent system 
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of any American bank. Abroad 
you'll find Chase branches and 
representatives’ offices in Eu- 
rope, Latin America, the Far 
East—and in market places 
around the globe Chase main- 
tains close working relation- 
ships with leading banks. 


If you have a foreign trade prob- 
lem, why don’t you talk to the 
people at Chase? 


THE 


Chase 


NATIONAL BANK 
OF THE CITY OF NEW YORK 
HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposit Insurance Corporation 











says he, “that. the industry's earnings 
will decline next year, with added costs 
more than offsetting added revenues. 
It is not expected that United will be 
an exception to the industry pattern.” 


LABOR RELATIONS 


WHEN AN Eastern Air Lines hostess 
was asked in Miami last month if her 
training enabled -her to switch from one 
line to another if she should want to 
change, she said: “Oh, yes. But, of 
course, Eastern is the best to work 
for.” 

Her response was neither exceptional 
nor unexpected. Airlines, more than 
any other industry, must build their 
public reputations from the overt atti- 
tudes of their employees. To perform a 
satisfactory job, every ticket agent, 
pilot, baggage handler or hostess must 
exude confidence and a willingness to 
serve. Stimulating this spirit takes more 
than high wages. In addition, personnel 
men must remember that behind every 
worker the passenger meets are two 
office or shop employees whose jobs 
have no more glamor than hundreds of 
others in less appealing industries. 

This double pattern of employment 
has given operators a labor relations 
headache second to none. While a pilot 
is a unionized employee, his salary 
level (up to $15,000 a year) would 
make him an executive in most other 
companies. While commonsense econ- 
omy cannot allow more than ordinary 
pay for ticket agents, no planes can fly 
without them. Keeping both classes of 
employees happy has never been easy. 

All lines have employee pensions, 
health and welfare plans, paid vaca- 
tions, free travel, training courses. Big- 
gest communication problem arises 
from scattered offices, although central- 
ized maintenance bases like TWA’s, 
Eastern’s and United’s have helped in 
this respect. When lines were smaller, 
a sense of belonging could be incul- 
cated by periodic presidential visits. 
This practice, however, is becoming 
more and more difficult as payrolls get 
bigger. To make up for personal calls, 
management messages are carried in 
house organs like United’s Air Line 
News, or through direct operational 
bulletins. 

TWA navigators struck last year 
when line dropped star-shooters from 
Rome-Paris flights. But Northwest Air- 
lines had the only serious walkout. The 
Brotherhood of Steamship and Railway 
Clerks walked out of ticket offices. The 
strike, which VP Linus C. Glotzbach 
called “illegal and unnecessary,” was 
called to force a pay rise of $20.80 a 
month for all members. The company 
offered increases equal to those given 
other workers. After five days of stale- 
mate, the case went to arbitration. Had 





the rise gone through, said Glotsbach, 
it would have cost the line an addi- 
tional $250,000 a year. 


PUBLIC AND 
PASSENGER RELATIONS 


WHEN THE MAyorS and councilmen of 
Newark and Elizabeth, N. J., made 
political hay of their refusal to attend 
Newark Airport’s new terminal build- 
ing last July, they reaped scant support 
from local citizens. Playing up three 
disastrous crashes in Elizabeth in re- 
cent years, the officials termed the in- 
vitation “an insult” and “a slap in the 
face” to residents. The public dis- 
agreed, turned out to applaud Lt. Gen. 
James H. Doolittle’s opinion that the 
port “is one of the best in the world 
. .. a matter of great pride to its home 
community.” Two days later, 218,000 
flight fans, who acted as if planes never 
crash, showed up to celebrate Eastern’s 
25th anniversary shindig. Politicians 
campaigned, but airline public relations 
won the victory. 

Aside from accidents, carriers’ knot- 
tiest community relations problem is 
engine noise (Elizabethans recently 
petitioned against low-flying craft over 
churches ). It is a nuisance about which 
everyone talks much and the airlines 
do little, largely because there is little 
that can be done. American, United, 
TWA, Eastern and smaller lines serv- 
ing large eastern points have countered 
complaints with promotional emphasis 
on the value of speedy travel, the 
commerce stimulated by airports. 

Passenger relations, however, are not 
so cut’and dried. The mink-stoled lady 
who stood impatiently in Boston’s air 
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terminal last fall and moaned, “remind 
me never to fly Eastern again,” typifies 
conditions. Her plaint came after a 12 
minutes wait for handlers to move her 
baggage from a New York ship. Hav- 
ing hopped to Boston in 63 minutes, 
she spent 19% as long in frustrating 
heel-cooling. Such petty annoyances 
are scarcely Eddie Rickenbacker’s ex- 
clusive province. With the problem of 
dependability all but solved (most of 
scheduled flights flew on time in the 
year ending September 30, 1953), all 
operators are trying to overcome air- 
travel’s ridiculous blending of 20th 
century speed in the air with 19th cen- 
tury methods on the ground—parading 
passengers across open strips in incle- 
ment weather, long baggage line waits, 
confused: ticket handling. 

United seems closest to an overall 
answer to loading-unloading delays. In 
April, Patterson’s line previewed a fu- 
turistic “airdock,” a two story structure 
into which incoming planes would be 
towed mechanically. As passengers de- 
planed under cover, baggage would 
move by conveyor ready for immediate 
pickup downstairs. But, lest travelers 
get over-expectant, United VP D. F. 
Magerrell cautions: “We are still in the 
planning stage.” 

Last year American installed elec- 
tronic “reservisors” to speed reservation 
clearances, was quickly followed by 
United’s punch card ticket system. Go- 
ing further, TWA eliminated the need 
for tourists to go to the ticket counter, 
equipped two mobile offices to travel 
the outlying areas of Los Angeles and 
San Francisco. 

Some lines had broader goals than 
luring people into the air in 1953. Na- 
tional concentrated on spiking Eastern’s 
bid to merge with Colonial, used a club 
(EAL’s stand was “illegal,” “a near 
perfect case of scare and delusion”) 
where kid gloves would have been 
equally effective. Pan American put 
most stress on justifying “mail pay” to 
taxpayers and whatever lawmakers 
would listen. At the same time, Juan T. 
Trippe skillfully got the jump on rivals 
in the public eye by being first to order 
a British jet, gave the impression PAA 
is more progressive than most. 


STOCKHOLDER RELATIONS 


As A HINT that not all airline owners 
are happy with their investment, Cleve- 
land’s Miss Ethel Porter recently wrote 
Forses: “I don’t like Eastern Airlines. 
I don’t care how many investment 
houses recommend them. I don’t think 
they play fair with us stockholders. 
They make a great flurry of vacations, 
etc., on our money. They seem to be- 
grudge us any dividends and put them 
off until the last minute.” 

Somewhere along the route, for Miss 
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Porter at least, Captain Eddie’s stock- 
holder relations had missed fire. Yet, 
by ali usual standards, Eastern puts 
plenty of thrust into owner considera- 
tion. Less than a third of assets is debt; 
nothing stands in front of common 
stock. Like most others, Rickenbacker 
mails out colorful, adequate annual re- 
ports rated near the top of the list. 
Along with Delta, American, United, 
PAA, National.and Western, EAL paid 
dividends last year as it has since 1950. 

But for corporations whose opera- 
tions are constantly “aired” to the pub- 
lic, which paid out only 32% of earn- 
ings from 1943 to 1952 and which are 
raising stratospheric sums through 
deficit financing, the usual standards 
are not enough. Airline stockholder re- 
lations are acceptable only when they 
are better than most. 

The root of operators’ problems was 
exposed in Washington last year when 
New York security analyst Martin 
Chandler told the CAB lines should be 
allowed to earn more than 8% to 10% 
on investment. “The airlines,” said he, 
“tend to utilize debt capital and re- 
tained earnings for their large outlays 


for new equipment. This in turn ren-° 


ders their stocks less attractive to pru- 
dent investors.” Because of this, added 
Harriman, Ripley & Company VP 
Harold Berry, “the financial back- 
ground of the airlines has created an 
atmosphere in which it has become in- 
creasingly difficult to market substan- 
tial quantities of airline securities.” 
Caught in the squeeze between big 
money needs and investors who are 
often unwilling to risk more capital, 
United’s Patterson compensates owners 
with the industry’s best annual report, 
well-written interim releases, informa- 
tive meetings, reports to the financial 
community. His aim is to put aviation 
on a big business footing. With the 
same object, American’s C. R. Smith 
put on aviation’s biggest stockholder 
show last year, lured 2,500 into a 
LaGuardia hangar for his annual meet- 
ing. Besides providing obvious fun and 
refreshments for all, he took the chance 
to litter the area with high-cost equip- 
ment so he could dramatically point 
out: “There’s where the money goes.” 
It is still too early to tell whether 
General Harold R. Harris will make 
happier stockholders for Northwest. 
Two years ago, former President Croil 
I{unter found friendly, businesslike re- 
ports are no substitute for dividends. 
When he tried to merge with Capital, 
stockholders refused approval. Capital 
showed up better, got its owners’ okay. 
Kut with no one to merge with and so 
add more lucrative routes, Capital 
holders have had to be contented with 
President Carmichael’s excellent an- 
nual and a steady reduction in debt. ~ 
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“WE KEEP IN CLOSE TOUCH 
WITH OUR AFFILIATES 
BY TELEGRAM!” 


‘We find Telegrams invaluable for daily 
report of theatre receipts, for clearing our 
member stations for network programs 
and many other uses. The fast, accurate, 
‘on-record’ service of Telegrams 
keeps us in constant, quick touch with 
our affiliates everywhere.” 

LEONARD H. GOLDENSON, President 


American Broadcasting-Paramount Theatre, Ine. 
New York, N.Y. 


“COULDN’T OPERATE 
WITHOUT TELEGRAMS” 


‘‘When a Blue Cross member needs hospital care 
away from home, we must immediately check 
with his own Blue Cross office. That’s how we 
assure our members prompt, proper protection, 
wherever they are. Telegrams provide the speed 
accuracy and written record required in 
these communications. We use thousands of 
Telegrams every month for that purpose alone.” 
MARGARET HILL, Manager 
Inter-Plan Bank, Blue Cross Commission 
Chicago, Ill. 





“SUCCESSFUL PROMOTION 
LAUNCHED BY REACHING 
800 DEALERS IN 24 HOURS” _ 


“‘DeJUR’s recent promotion built around Carol 
Reed on WCBS-TV was given a wonderful 
send-off by the use of Telegrams. We sent night 
letters to over 800 dealers with a provocative 
message announcing our sponsorship. 
Our dealers later complimented our salesmen 
on DeJUR’s method of promoting the 
program through Western Union.” 

Ep Bassuk, Advertising Manager 


DeJUR-Amsco Corporation 
Long Island City, N.Y. 


IN YOUR BUSINESS, T00... 


Telegrams can help you to operate more smoothly; 
at lower cost, with greater profit. 
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PBs 4 


Company Management 
VU. S. Gysum ($202.9)* .......... 90 
American-Standard (198.€) ....... 90 
Johns-Manville (184.2) ........... 85 
Armstrong Cork (136.5) .... .... 90 
National Gypsum (100.5) ......... 90 
Lone Star Cement (100.5) ........ 85 
Harbison-Walker (81.7) .......... 85 
DS ee oto olaw wg eie paw 90 
Lehigh Portland (69.7) .......... 85 





Public & 


Labor Community Stockholder 
Relations Relations Relations 
85 80 80 
85 85 90 
85 95 90 
90 90 90 
95 85 90 
80 75 90 
90 85 90 
80 85 90 
75 80 90 


* In parentheses: Assets (in millions) as of December $1, 1952. 

[Note: Among cement companies not covered are Ideal Cement ($57.5 million in 
assets), Marquette ($38.3 million), General Portland ($35.0 million). Other building ma- 
terials makers related to this group are Crane Company ($204.8 million), General Retrac- 
tories ($48.4 millién), Pabco Products ($47.9 million ), Ruberoid ($46.8 million ), Mason- 
ite, ($45.9 million ), Celotex ($43.7 million) and Certain-teed ($43.5 million), Only the 
largest in each subgroup were included, for reasons of (1) space, (2) clarity.—Ep.] 





B UILDIN G MATERIALS 


IN ANY YEAR, building activity is eyed 
by economists as eagerly as sidewalk 
superinténdents watch bricklayers on a 
summers day.sAt peak pace, it keeps 
2,500,000° workers busy on contract 
constriction ‘alone, pumps more than 
$4,000 per man into income stream 
each year. In 1953, the pace was at 
peak. Constriction men laid out a rec- 
ord $29.1 billion by October’s end, 7% 
more than in 1952’s first ten months. 
To free enterprisers’ delight, the Com- 
merce Department reported that the 
bulk of the gain came from private 
structures. 

The wide disparity among (1) local 
building codes and (2) availability of 
mortgage money has led Tom Coogan 
—president of Housing Securities, Inc.— 
to press for a national Housing Ad- 
ministrator with cabinet rank. Coogan 
would like to see a central mortgage 
bank, some coritrol to prevent FHA or 
VA from guaranteeing mortgages that 
have no market and, naturally, “make 
home ownership available on a broader 
basis.” 

Although thé fiine building materials 
makers examined by Forses all basked 
in the same boom, they differ widely 
from each other, fall into five rough 
categories. (1) Lone Star Cement Cor- 
poration and Lehigh Portland Cement 
Company are exclusively devoted to 
pouring out cement. (2) Armstrong 
Cork Company, Johns-Manville Cor- 
poration and The Flintkote Company 
spew forth a long list of building needs 
ranging from asphalt roofing to tile 
flooring, and an even bigger catalog 
of non-building supplies. The three 
compete with each other at only a few 
points. (3) Main rivals, United States 
Gypsum Company and National Gyp- 
sum Company are the country’s most 
important developers of the peculiar 
qualities of gypsum rock. They con- 
centrate on plaster, plasterboard and 
related lines. (4) Harbison-Walker Re- 
fractories Company is a highly special- 





ized builder. Its refractory brick lines 
furnaces. (5) American Radiator & 
Standard Sanitary Corporation, also a 
specialist, in plumbing fixtures. 


MANAGEMENT 


IN SELLING, cement men substitute 
customer service for price competition, 
To get the jump on rivals, companies 
strive to have plants closer to major 
markets. With this in mind, Lehigh 
built a 1,400,000-barrel plant at Bun- 
nell, Fla., set it rolling in December, 
1952. For years Lehigh had shipped 
cement to Florida from its Birmingham, 
Ala., outlet. But with soaring trans- 
portation costs, president Sam Young 
could either take freight losses to meet 
competition or risk losing a good mar- 
ket. Added attraction was a huge, near- 
by deposit of coquina shells, a lime- 
stone substitute plentiful enough to last 
a century. 

Although Young’s new location was 
well chosen, rivals criticized the com- 
pany for its timing. All of Lehigh’s 
22,400,000-barrel capacity was carried 
on the books at $2.26 per barrel in 
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° Va. 


1952. Lone Star’s 31,400,000 barrels 
were booked at $2.24 each. Bunnel fa- 
cilities cost $10 a barrel to install. 

Both Young and Lone Star’s Sawyer 
pushed ahead with new projects, each 
spending about $6 million. Lone Star 
added a third kiln and grinding equip- 
ment at Maryneal, Tex., and Lone Star, 
lifted capacity by 1,500,000 bar- 
rels. With three of his 12 domestic 
plants in fast-growing Texas, and with 
10,000,000 barrels of capacity in Latin 
America, Sawyer should be in a better 
position to exploit future markets than 
Young, if he can control costs. Lehigh’s 
outlets are concentrated in the East and 
Southeast, with the exception of two 
Midwest plants and one in Washington. 
Overall cement production appeared to 
be adequate toward 1953's final quar- 
ter. But demand was unbalanced geo- 
graphically. In most areas shortages 
still cropped up while companies be- 
gan absorbing freight costs in the 
Southeast. Lehigh’s new plant got 
blamed for increasing supplies. And by 
stiffening competition, the Bunnell 
plant might easily be the means of cut- 
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ting the profits instead of raising them. 

If the pundits persisted in predicting 
a business drop, Harbison-Walker got 
ready for it in 1958. Judging the up- 
ward trend in 1950, President Earl A. 
Garber rushed to get bigger, wound 
up his program by late 1952. His plan- 
ning paid off last year. With new con- 
struction out of the way, Garber was 
free to concentrate on bettering quality 
controls, clipping costs, researching new 
developments and putting his financial 
house in order. Debt shrunk to $11.5 
million. Capital outlays, which had 
topped $12 million in 1952, were lim- 
ited to normal depreciation charges 
($3.5 million). But more to the point, 
pretax profits rose from 16.7% to 18.1% 
and per share net went up 30c to $3.52. 

For American Radiator & Standard 
Sanitary Corporation, the nation’s larg- 
est plumbing supplier, last year was 
hectic both inside the company and 
out. To begin with, 1952’s 1,131,000 
new housing starts had failed to ab- 
sorb all dealers’ inventories, material 
shortages and pegged prices held both 
sales and earnings under 1951’s. As 
materials loosened early in 1953 the 
industry's increased productive capacity 
gave customers a broader choice. It 
also sharpened rivalry. In midstream, 
long-time American-Standard President 
Theodore E. Mueller fell ill, unexpect- 
edly became chairman, called in Ex- 
ecutive VP Joseph A. Grazier to suc- 
ceed him as president. 

Trained in administration and or- 
ganization, young, enthusiastic Grazier’s 
first presidential action was to raise 
selected prices “to offset wage rises.” 
His quick move paid off. By nine 
months end revenues were up 10.6% 
ever 1952’s period, pretax net climbed 
from 9.4% to 10.7%. 

’To improve his organization, the new 
top man created the Sunbeam Air Con- 
ditioner Division, grouped all opera- 
tions in both the air heating and cool- 


ing fields under one head. Centered in 
Pittsburgh, the new arm will handle 
product development, manufacturing 
and distribution. Spurred by keener 
competition, the plumber broke out a 
complete line of new design plumbing 
fixtures and fittings, added commercial 
type air conditioners and counter air- 
flow warm air heating units to its cata- 
log. Most imaginative step was the in- 
troduction of 8% inch by 4% inch plas- 
tic wall tile, which gave new sales 
appeal to an orthodox product. 

Diversification at American Stand- 
ard, Johns-Manville, Armstrong and 
Flintkote has almost smothered their 
identity. By 1953, only 40% of J-M’s 
400 products, about half of Armstrong 
Cork’s and 65% of Flintkote’s went to 
building. 

For J-M Chairman Leslie M. Cas- 
sidy, servicing 22 industries instead of 
one is a kind of sales insurance. “Let's 
not kid about it,” says he, “if there’s a 
substantial drop, we'll feel it—but we'll 
still be a healthy business.” To keep 
the glow of health in recent months, 
Cassidymen have heralded (1) Quin- 
terra, a cigaret-paper-thin electronics 
insulator; (2) improved rockwool in- 
sulation; (3) a fireproof refrigerator in- 
sulation; (4) “Thermoflex” blankets for 
jet planes; (5) a new railroad braking 
material, (6) an insulation for atomic 
submarines that cuts weight by 10,- 
000 pounds. 

Armstrong Cork still has the kind of 
product development that sent the 
company from cutting bottle stoppers 
by hand in 1860 to $168.2 million in 
sales in last year’s first nine months. 
President Backstrand unveiled a new 
line of plastic flooring and packaging 
products, new packing, gasketing and 
sealing materials, more adhesives, im- 
proved acoustical and insulation spe- 
cialties. Flintkote’s line stretched out, 
too, as President I. J. Harvey, Jr., 
boosted sales 12%—vs. Armstrong's 


AMERICAN-STANDARD TEST LINE; the competition is bowled over 
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10.8% and J-M’s 5.4% rise—for. the first 
three quarters. Early in the year, the 
president opened a new paperboard 
and container plant in California where 
he aimed to serve “America’s fastest 
growing market.” Its output was hooked 
onto Flintkote’s list of automotive, rail- 
way and marine supplies, asphalt com. 
pounds, paperboard and floor and wall 
coverings which are carried in addition 
to roofing and siding. Less worried 
about a business slide than most, Har- 
vey takes comfort in the fact that “each 
year’s increment of new building struc- 
tures expands the potential mainte- 
nance, repair and modernization mar- 
ket.” He says “this market provides the 
largest single outlet for the types of 
building materials made and marketed 
by Flintkote.” Armstrong’s Backstrand 
figures 65% of his company’s building 
products go for the same end use. 

To get bigger bites of this demand 
amid stiffening competition, all firms 
intensified sales training, turned on a 
full advertising blast. Capitalizing on 
the trend toward “do-it-yourself,” J-M 
began making a direct appeal to home- 
owners for the first time, followed Na- 
tional Gypsum’s lead. “A need for 
home repairs exists,” says Cassidy, 
“that’s never been seen before. Not 
only on the millions of really old 
houses, but so many of those rushed 
up since the end of the war were built 
too small or too shoddily.” 

To keep Johns-Manville the best 
known name in building, Cassidy culti- 
vated repair marketmen during the 
height of the rush. “I never put much 
trust in a new building boom,” he ex- 
plains. “You can’t maintain a steady 
business that way.” His bid for stabil- 
ity was made by keeping “consumer- 
selling-supervisors” in the field to teach 
contractors how to sell. In addition, 
J-M conscientiously allocated materials 
to all dealers (and absorbed freight 
costs where necessary) during shortage 
periods just to keep custamers happy. 
Whose materials the publie buys, in- 
sists J-M Division Manager Harold R. 
Berlin, “depends on what brand retail- 
ers are stocking. When it matters, we 
hope to have the dealers on our side.” 

Armstrong’s Backstrand, whose nine- 
month pretax profit climbed from 10.3% 
to 13.1%, credits his performance to 
“close attention to formulation, scrap 
reduction, mechanical improvement 
and labor efficiencies aimed at offset- 
ting increased wage rates.” Hourly pay 
went up for every firm, Flintkote’s mar- 
gin edged to 11.6% from 11.8%. J-M’s 
dropped 1.4% to 15%, National Gyp- 
sum’s 1.5% to 19%. Already highest in 
the group, U. S. Gypsum’s score held 
steady at 28% for both periods. 

Physically, materials makers were in 
good shape. Except for National Gyp- 
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sum, they were busy winding up post- 
war expansion, devoted last year’s con- 
struction budgets to general improve- 
ment. Armstrong enlarged existing fa- 
cilities at South Braintree, Mass., Lan- 
caster and Beaver Falls, Pa., and Pen- 
sacola. At J-M “there won't be much 
more expansion in existing lines,” pre- 
dicts Fisher. “We've about consolidated 
our program there. Expansion from 
now on will be for new products or 
new acquisitions.” Still uncompleted is 
the company’s $20 million rebuilding 
plan at its Canadian asbestos properties 
which will give the mine 20% more 
capacity. 

Not all outfits were as well-heeled as 
U. S. Gysum, which boasts about $75 
million in working capital and no debt. 
No other company openly stated that 
“there has been no financing during the 
period, because there has been no ne- 
cessity.” But among the eight, only 
Chairman Shaver’s up-and-coming rival 
National called on the money market 
in 1953. In January, NG’s Baker bor- 
rowed $3.5 million, got $25 million 
more in August for debt retirement and 
growth. 

Despite a shrunken margin, Baker 
showed up last year as the industry’s 
eager beaver. In sketching the future, 
he declared: “The problem business 
faces is one of fear . . . it needs a cli- 
mate of confidence.” To provide his 
share of the climate, Baker ended 1952 
by acquiring Asbestone for $5 million 
in stock to improve his “position in the 
market.” Its two asbestos-cement plants 
at St. Louis and New Orleans, stressed 
NG’s boss, “will permit short haul, low 


cost shipments throughout the South: 


and Middle West . . . a major portion 
of the market.” The purchase brought 
NG’s plants to 35. 

To keep growing, Baker announced 
an $18 million building pattern—$1 
million for a Buffalo research center, $1 
million for offices, $5 million for Nova 
Scotia gypsum quarries, $11 million 
for broadened production facilities. No 
new financing was planned. In the next 
four years, the company expects to 
spend $7.5 million a year. Despite his 
conviction that sales will drop this half, 
he figures that “over the range of the 
next ten years, growth potentials ap- 
pear substantial.” 

If Baker outpaced rival U.S. Gypsum 
by upping sales 20% to Shaver’s 5.7%, 
the nation’s biggest building materials 
maker didn’t lose where it counts. Gyp- 
sum’s earnings rose from $8.92 to $9.33 
per share at nine months end. NG’s 
fell 7c on the basis of 300,000 more 
shares outstanding. A protegé of di- 
rector and long-time boss Sewell Avery, 
who now runs Montgomery Ward with 
an iron hand, Shaver has all of the 
veteran plaster man’s eye for profitable 
locations, recently finished a multi- 





JOHNS-MANVILLE’S FISHER: 
not much more expansion 


product plant in Montreal. With a total 
of 46 plants spotted within quick haul 
of natural markets, the chairman needs 
only to follow U. S. Gypsum’s tested 
formula: keep turning out the goods 
and put the money in the bank. 


LABOR RELATIONS 


In Mason Ciry, Iowa, last summer, a 
Lehigh Portland tapper thought he had 
seen a company house organ once, 
guessed “it was pretty good.” If he 
had, he was one up on President 
Young, whose firm cared too little 
about employee morale to work up 
any labor relations material. In re- 
sponse, ForBEs survey shows, a good 
number of his payrollers care even less 
about Lehigh Portland. 

Outwardly, Lehigh Portland’s 3,863 
workers appear to be as contented as 
many another company’s. Nearly half 
have ten or more years of service, labor 
“trouble” is rare. But of those queried, 
not one said he liked his job. Each 
stayed because no nearby opening of- 
fered: “It’s steady,” “I don’t know any 
other work,” or “I’ve been here too long 
to change.” 

If the industry’s brass hat tried to 
meet every employee, they would have 
time for nothing else. But given very 
similar problems, Johns-Manville, Flint- 
kote, Lone Star and U. S. Gypsum 
presidents do a poor job of introducing 
themselves, while the heads of Arm- 
strong, National Gypsum and Harbison- 
Walker are as familiar to their workers 
as executive responsibilities allow. At 
plants of the first four, only one inter- 


. viewed worker in five even knows his 


president’s name. Almost none had ever 
seen him. In Johns-Manville’s Wauke- 
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gan, Ill., plant, a 25-year veteran con. 
fused the local manager with Fisher, 
sincerely believed he ran the corpora. 
tion. “I’ve seen him lot of times,” said 
he, “he never says nothing to nobody.” 
Closest identification at Lehigh: “Some 
guy out East, I don’t know his name.” 
Another confessed: “All I know is the 
foreman and a few others. I think the 
big shot lives in New York.” Young's 
headquarters are in Allentown, Pa. 

At higher rated Harbison-Walker, 
Garber has bridged the management- 
labor gap to some extent by passing for 
what he is—a fellow employee. His as- 
sociates don’t all know his name, but 
most men interviewed have seen him 
“on several occasions on the job.” The 
same was true for American-Standard’s 
Grazier. Employees realized he was 
new to the job, had met him in the 
plant. Few companies anywhere can 
match Melvin Baker’s record at Na- 
tional Gypsum’s Savannah, Ga., layout 
where every man queried had seen him 
“lots of times” and liked him. 

Neither Lehigh’s nor Armstrong 
Cork’s crews really know how well 
their companies are doing in detail. 
But when they were asked if they 
would invest their own money in the 
firm, Lehigh men tended to scoff, re- 
torted, “who wants stock?” Armstrong- 
ers were convinced to a man that “it is 
a very good company and if I had 
any money to buy stocks with, Id buy 
in it.” National Gypsum men who did 
not already hold shares wanted to. 

These attitudes—which will spell 
loyalty or indifference whenever the 
labor-management chips are down—are 
no accidents. Lehigh Portland’s 1952 
labor costs were 28c per barrel com- 
pared with Lone Star’s 22c. But Young 
does not seem to feel he has a bigger 
stake to protect. To keep informed, his 
men rely on chatter “from the boys” or 
find themselves in the sad position o! 
one who does not get “any information. 
I just draw my check.” Lone Star's 
Sawyer at least makes an effort. His 
payrollers are vigorously opposed to 
letting their children work for the firm. 
But they get their dope straight from 
company handouts, are convinced Saw- 
yer's hiring and firing methods are fair, 
will stick to their jobs until “some- 
thing better turns up.” 

Reactions at Johns-Manville, where 
considerable company effort goes into 
communications, were mixed. As is gen- 
erally true, men who had been on the 
job longest tended to believe most of 
their fellows liked their jobs, figured 
working conditions were “pretty good. 
Yet no one was willing to do without 
a union. “Without it,” said one, “we'd 
get 50c an hour. It makes working con- 
ditions, hours and wages better.” This 
attitude is widespread. Even at Na- 
tional Gypsum, whose relations appea! 
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best in the industry, workers considered 
a union “as necessary as the job it- 
self. 

In Savannah, NG’s producers are 
Baker’s best boosters. “In relation to 
other plants,” emphasized a spokesman, 

working conditions are excellent.” An- 

other remembered his plant had “won 
a national safety award for three years” 
and was proud of it. Despite the fact 
that a machinist believed other com- 
panies “pay a few cents an hour more,” 
he “wouldn’t dream of looking for an- 
other job,” and felt that even his chil- 
dren “can’t ask for a better company.” 
Baker's workers stood alone in the in- 
dustry in job contentment. It was the 
only company where surveyors found 
an “old-fashioned” eagerness to get 
ahead—not by moving to another firm 
but through promotion. 

From Flintkote’s workers in Port- 
land, Ore., Forses learned it is one 
thing to offer company information, an- 
other to get it across. President I. J. 
Harvey, whom no one interviewed had 
ever seen, has trained his supervisors 
to answer questions, post production 
scores. A house organ is distributed 
monthly. Yet many depend on “talk 
among the men” or “rumor” for enlight- 
enment. Putting his finder on one pos- 
sible reason, a maintenance man com- 
plained: “The paper they send out is 
pretty good. But we're not well repre- 
sented in it lately. Most of the news is 
from the home plant.” This error in LR 
technique, along with seasonal hiring 
and firing, has given many Flintkoters a 
feeling of impermanence—although se- 
niority is followed in all layoffs and 
is considered fair. “There’s nothing 
wrong with the company,” says a union 
steward. “The key men are very happy. 
The others who have year-around jobs 
are satisfied.” 

High turnover and seasonal layoffs 
obviously hike Flintkote’s training costs, 
may be a partial clue to Harvey’s fail- 
ure to keep profit margins in step with 
expanded gross. 

Armstrong Cork’s labor relations 
men have produced some of the best 
manuals in the trade. “Rules of the 
Game” is a shirt-pocket-sized pamphlet 
on working regulations done in an in- 
telligent cartoon style. In less than 
1,000 words, the company emphasizes 
every important rule in adult language, 
gets its major message across at a frac- 
tion of the usual cost. H-W’s Garber 
follows up personal appearances with 
periodic editorials in Burns and Mixes, 
a slick paper stab at publishing that 
puts much of his industry to shame. In 
it, company writers preach safety (acci- 
dent frequency fell 20% in 1953's first 
half), explain pay schedules, contracts 
and company points of view. It is also 
newsy enough to lure broad readership. 

Biggest LR move in building ma- 


terials came last year when National 
Gypsum set up an employee stock op- 
tion plan to enable workers to invest 
in the company through payroll deduc- 
tions. NG pays 15% of the price. 


PUBLIC AND 
COMMUNITY RELATIONS 


THE ART OF reputation building is 
scarcely developed in the building ma- 
terials industry. Since War II, publicity 
per se has been unnecessary while 
frantic construction needs have under- 
scored the job firms are doing and the 
goods they produce. 

But in their own backyards, where 
building’s boom has forced mushroom 
expansion and torn long-standing town- 
business associations to tatters, firms 
are beginning to learn the knack of 
being good neighbors. For example, 
when President C. J. Backstrand de- 
cided to abandon Armstrong Cork 
Company's Camden, N. J., plant last 
year he gave the city nine months’ 
notice. Moreover, he declared in ad- 
vance that key men among the unit’s 
240 employees would travel with facili- 
ties to Pennsylvania and a placement 
program would find jobs for others. 

Harbison-Walker Refractories hit on 
its 50th anniversary to make promo- 
tional hay last year. Lehigh Portland 
Cement Company, proud of a new 
Bunnell, Fla. layout, is selling the 
Sunny South. All of them have a major 
problem in common: making cement, 
wallboard, refractory brick and allied 
lines is often as dirty as it is difficult. 
When a company expands, it takes 
neighborhood criticism for putting a 
squeeze on housing, schools, hospitals. 
If it fails to grow, it gets criticism for 
not contributing to progress. Overshad- 
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NATIONAL GYPSUM’S BAKER hands 
out service award to old-timer 
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owed by big-owner Sewell Avery’s “im- 
minent depression” fixation, United 
States Gypsum has made few pals by 
postponing a $25 to $30 million build- 
ing program until prices come down. 
On the other hand, burgeoning Johns- 
Manville has expanded into major 
neighborhood trouble in its 22 U.S. and 
Canadian locations. 

To ease its position, the company 
has strengthened, rather than lessened, 
local autonomy. In Manville, N. J., 
where population has soared from 
6,000 to 10,000 in 13 years, J-M is 
the sole industry. Low-pressure Peter 
Hough runs his own show. Spurred by 
top-level encouragement, plant officials 
lead service clubs, youth and church 
groups, are active in both political par- 
ties. Three years ago, says Hough, the 
firm voluntarily allowed townsmen to 
up plant taxes $35,000 annually to pay 
for a new high school. 

In Hough’s book there are two prime 
rules: (1) “We try not to be paternalis- 
tic.” (2) “We take a strictly hands-off 
stand in politics.” Says he: “In trying to 
be a good neighbor, you can overplay 
your hand very easily, get a name for 
trying to run the town.” 


STOCKHOLDER RELATIONS 


IN AN INDUsTRY where even the best 
is not very good, U. S. Gypsum’s stock- 
holder relations are conspicuous for 
their almost total absence. Dividend 
payout is above average (53% of earn- 
ings from 1948 to 1952); otherwise the 
same hard-headed devotion to tried 
and true methods apparent in Mont- 
gomery Ward’s management are every- 
where apparent. Ward Chairman 
Sewell L. Avery, longtime U. S. Gyp- 
sum pilot, is still the dominant board 
member and his “tell em nothing” phi- 
losophy still prevails. In annual reports, 
Avery is given to the dance card ap- 
proach, puts out skinny, note-sized run- 
downs for both concerns, prints both 
with the same pictureless, chartless, al- 
most factless format. 

In comparison, stockholders get royal 
treatment from other building material 
managements. National Gypsum’s divi- 
dends, a meager 37% of earnings for the 
decade ending in 1952, jumped to 50% 
in 1952, despite far larger tax bills. By 
supporting a management survey, C0- 
operating with business writers an 
financial analysts and mailing more in- 
formation, Baker increased stock trad- 
ing volume on the Big Board more than 
threefold over 1949. American-Stand- 
ard did a good deed by giving common 
stock a par value of $5, thereby lower- 
ing transfer taxes. 

Stockholder literature from Flintkote, 
American-Standard and _ Harbison- 
Walker pace the group, with Lehigh 
Portland and Lone Star well in the van. 
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growth in solid fashion. { There still exist the economic 


advantages that induced one of the foremost makers of 


automobiles to locate a large assembly plant in New 
Jersey. §]/The reasons prompting the Boy Scouts of 
America to locate its operations in New Jersey are 
still sound. {| The potential for growth in New Jersey’s 
Industrial Elbow — that area crossriver from the Fairless 
Works of the U. S. Steel—has not been exhausted. 
Metal working plants and enterprises satellite to the steel 
industry are on the move to this part of New Jersey. 
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New Jersey and to have a functional part in the develop- 
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BROAD STREET “CENTRAL,” 1888: demand still seems boundless. 


COMMUNICATIONS 


AFTER MORE than a century of sending 
ideas from one person to another, com- 
municators got across some of their 
own ideas last year. “Our pressing 
problem,” signalled New England Tele- 
phone & Telegraph Company President 
Joel E. Harrell, “has been meeting 
heavy demands for more and better 
telephone service, obtaining authority 
from regulatory bodies for rates that 
would provide earnings adequate to 
attract large amounts of new capital 
into the business for continued growth 
and improvement.” 

Harrell’s analysis served for all 
American Telephone & Telegraph Com- 
pany’s far-flung Bell System, in which 
NET&T (69% AT&T owned) has some- 
times been called the “bellwether” 
subsidiary. It applied to General Tele- 
phone Corporation, biggest of the na- 
tion’s 5,400 independents; to Western 
Union; and to that part of International 
Telephone & Telegraph still devoted 
to phones. In recent years, the inade- 
quacy of revenues has been more wide- 
ly advertised than telephony itself. 
And with rate-making in government 
hands, management must be judged as 
much on its success in persuading regu- 
lators to allow higher charges as on its 
ability to operate economically. 

Like most executives, communicators 


reported wider services, bigger rev- 
enues, increased employment at the 
end of 1953’s first nine months. Bell 
phones in service multiplied from 
1952’s 39,413,889 to 40,800,000. Gen- 
eral’s went up 98,476 to 1,625,083. 
Western Union took in $167 million vs. 
$140 million in the earlier period, and 
IT&T’s gross climbed from $109 million 
to $122 million. But in the message 
business, robust growth did not neces- 
sarily spell healthy operations. 

Men who run the nation’s wire net- 
works, from AT&T’s President Cleo F. 
Craig to WU’s President W. P. Mar- 
shall, are steady and _ conservative. 
Molded by the public nature of their 
jobs, they are cautious, open and slow- 
moving. Communication companies are 
public utilities with legal monopoly 
status, may be called “wards” of the 
state. As such, AT&T, NET&T, General 
and Western Union often seemed to be 
treated as orphans. NET&T, for ex- 
ample, is answerable for its every ac- 
tion to five separate state utility com- 
missions. Through AT&T, which con- 
nects New England with the rest of 
the world, the company is regulated 
by the Federal Communications Com- 
mission. These commissions have full 
control over rates, drop or raise them 
at will “in the public interest.” Al- 





Company Managemeat 
American T&T ($10,734)°........ 95 
International T&T (579.7)........ 85 
New England T&T (472.7)........ 85 
General Tel. (369.3).............. 90 
Western Union (256.2)........... 90 





Publie and 
Labor Community Stockholder 
Relations Relations Relation 

90 90 90 
85 - 85 
85 90 90 
90 85 90 
80 90 95 


*In parentheses: Assets (in millions) as of December 31, 1952. 
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though state and federal courts have 
often ruled that charges must be “fair” 
to subscribers and still allow a “rea- 
sonable” return, companies and com- 
missioners rarely agree on what's rea- 
sonable and fair. Since rate-paying 
customers have more votes than divi- 
dend-collecting stockholders, executives 
are forever on the defensive. 

Added to revenue difficulties has 
been the combined pressure of rising 
costs and a growing demand for service 
as both population and consumer in- 
comes got bigger. Since a utility must 
serve all comers alike, every bid for a 
new phone or for telegraph service has 
to be filled. If the established rate is 
insufficiently profitable, every new cus- 
tomer is signed up at a partial loss. 
Demand for service seemed boundless. 
But in the short run, at least, rates were 
inflexible. 


MANAGEMENT 


BattLinc this handicap for the 12 
months ended September 30, 1953, 
President Cleo F. Craig’s Bell System 
amassed $4.3 billion revenue ($3.89 
billion the year before). But earnings 
of holding company AT&T totaled 
$10.12 per common share, 7c less than 
in the 1952 period and only $1.12 more 
than the $9 dividend. 

New England’s record was not s0 
favorable. Revenues of $175 million 
produced only $5.49 per share by 
September’s end, left a 5lc gap be 
tween net and $6 dividends. 

Headquartered in New York City, 
President Donald C. Power's General 
network sprang from a $107 million 
enterprise in 1948 to $342 million in 
gross property by last year. While 
Bell's performance didn’t improve, 
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Power perked per share net to $3.28 
vs. 1952’s $2.65 for the first three 
quarters. Regulations and rising costs 
exerted a similar squeeze in his terri- 
tory. But while a 10.9% cost climb 
offset AT&T’s 10.4% revenue rise, 
Power held expanding outgo to 18.8%, 
pushed gross up 76%. In New England, 
costs were up 7.4% to revenues’ 8%; 

Powe., a precise-spoken lawyer 
whose career has been spent with util- 
ity problems, does not yet have to 
contend with the constantly-rising price 
of bigness, a characteristic of teleph- 
ony. As units are added, more and 
more costly connections must be pro- 
vided, so costs tend to rise with vol- 
ume instead of falling, as they do in 
most pursuits. General’s growth is still 
ahead in spite of its having added 
phones 100% faster than NET&T and 
5% faster than the whole Bell Sys- 
tem in the last ten years. As indepen- 
dent companies die off in direct rela- 
tion to soaring operating costs, “we 
are the inevitable beneficiaries,” says 
General’s president. Last year, after 
acquiring at least ore important com- 
petitor in each of the five preceding 
years, Power bought 27,000-phone San 
Angelo Telephone, took an option on 
two more Texas exchanges. Moreover, 
while Harrell’s future is tied to New 
England’s “mature” economy, and other 
Bell outfits serve most large cities, Gen- 
eral’s territory is largely rural. Last 
year subscribers signed up as fast as 
migrating industry drew population 
from urban centers. 

Looking back on recent experience, 
Power comments: “Better results would 
have been possible but for the time 
lag between filing applications for rate 
increases and obtaining orders from 
regulatory commissions.” 

During 1952, General’s 15 operating 
companies got okays to up rates by 
nearly $8 million annually, of which 
about $4.5 million was collected for 
the first time last year. Ohio and Illinois 
boosts in January, 1953, promised an- 
other $1.8 million. To balance its gen- 
erosity, the Ohio Public Utility Com- 
mission ordered General to spend an 
equal amount for better service. The 
company’s performance, said the 
agency, “ranges from poor to excellent 

. and in many instances delivery of 
new equipment has been slow.” 

Similar complaints have frequently 
echoed from New England subscribers, 
although no commission has_ ever 
needled NET&T for poor service. Har- 
rell’s problems were partially solved 
last year when a Maine authorization 
brought that state’s revenues “close to 
what we think they should be.” But 
neither New Hampshire nor Vermont 
Was as easy to convince. Green Moun- 
taineers approved all pending cases 
except one which had allowed collec- 
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GENERAL TELEPHONE’S POWER: 
his growth is still ahead 


tions of bigger bills under bond for 
nearly a year. It looked as if Harrell 
would have to refund some customer 
payments. Hardest blow came in Mas- 
sachusetts, home of 70% of New Eng- 
land’s phones. Despite a recent court 
opinion calling a return of less than 
6.23% on capital “confiscatory and un- 
lawful,” Bay State commissioners 
turned down Harrell’s bid to bring 
statewide earnings up to that level. 
NETA&T asked for a $10.2 million boost, 
got only $4.5 million. Said Massachu- 
setts Telephone Manager Hugh W. 
MacDonald: “the company will prob- 
ably appeal.” 

After arguing that Bell System inter- 
state earnings “are deficient and that a 
requirement for additional revenues ex- 
ists,” the company won an 8% rise in 
long distance rates. First of its kind in 
34 years, the ruling should boost Bell’s 
net $30 million annually, lift return on 
long distance investment from about 
5% to 6.5%. 

Although Western Union has no 
phones, its message and service rates 
are equally subject to government con- 
trol. President Marshall has made less 
noise about his position, however. 
Latest tariff boost came in mid-1952 
after a seven-week strike settlement 
which reportedly cost $10 million 
annually in higher wages. To offset 
bigger payrolls, state and federal regu- 
lators allowed a $13 million gross in- 
crease, enough to bring in about $3.4 
million net. But unlike telephone com- 
panies which got bigger fees for the 
same product, WU simultaneously lib- 
eralized word limits, in effect offered 
wire service at no increase per word. 

Preoccupation with rates takes more 
communication executive time than any 


_ other function, requires a corps of 


accountants, lawyers, publicists. The 
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expense of expert arguing, naturally, is 
borne by the public through higher 
company costs and commission budgets. 
But the need for rate squabbles arises 
from the obligation placed on utilities 
to give continuous, adequate and non- 
discriminatory service. With inflation, 
this legal goal has been increasingly 
harder to meet, has forced companies 
into a vicious circle of pressures. 

In ordinary business when expansion 
is indicated, management can curb 
dividends with or without criticism, 
devote accumulated earnings to growth. 
When bigger plant begins to build 
bigger profits, dividends are restored, 
often at higher rates. But utility stocks 
are bought almost solely on their repu- 
tation for high, steady payout, and 
management capitalizes on this reputa- 
tion by selling more securities to satis- 
fied stockholders whenever new money 
is needed. 

While companies have been forced 
by legal obligations to grow with popu- 
lation and demand for the service, their 
corporate obligations have forced them 
to pay out almost all earnings in divi- 
dends. Since demands for growth 
capital have far exceeded earning 
capacity, utilities have been dependent 
on new stock issues and frequent trips 
to the bond market. 

Any cut in dividends reflects in an 
immediate drying up of capital sources 
as it recently did for NET&T. In 1947, 
hard-pressed President Harrell clipped 
dividends from $6 to $4.25; caused 
NET&T common to drop from 142 to 
78. The fall, at a time of heavy capital 
needs, left the company with no place 
to get money except from AT&T. By 
1949, it owed its parent $103 million 
and had to wait until better 1952 divi- 
dends shored up its common enough to 
support sale of additional stocks and 
bonds. Consequently, it can be claimed 
that demands for higher rates are not 
simply pleas of greed, but constitute an 
earnest appeal for survival. 

Last year’s biggest financial trans- 
action came from AT&T, the nation’s 
biggest corporation. From stockholders, 
the company got permission to sell 
$625 million in convertible debentures. 
The familiar reason: “Some 500,000 
people are waiting for telephones.” 
Earlier, General Telephone marketed 
$23.2 million in common shares, and 
its subsidiaries sold about $29.9 million 
in securities. The money helped to pay 
for Power's 1953 $71 million expansion 
program. 

The need for seed capital has sad- 
dled every company with heavy debt. 
By last year, General’s obligations rep- 
resented 52.9% of total capitalization, 
AT&T's 43.5%. In recent years, New 
England’s improved performance whit- 
tled debt from 1949’s 60.6% to 41.5% 
at the beginning of 19538. Western 











Union’s and IT&T’s records are also 
improved. WU’s balance sheet shows 
debt dcwn $47 million since 1944 to 
about $41 million currently. And IT&T’s 
plummeted from a risky 90% to 40% of 
assets in ten years. 

Aithough every dollar invested in 
communication plant should, in theory, 
pay 6% to 8%, high subscriber fees 
are not the only way to bring in profits. 
States have no obligation to guarantee 
a fair return, merely aim to set rates at 
a level that will enable “prudent” 
management to make satisfactory earn- 
ings. For the first three quarters of 
1953, no company’s return on invest- 
ment was satisfactory. There were 
areas where revenues brought in the 
approved 6% or more. But regions 
where costs kept rates out of line forced 
communicators to run to commissioners, 
held company returns down on the 
average. 

To prove WU’s operating prudence, 
VP T. F. McMains pointed out last 
year that “we have reduced the slice 
taken by wages fron our income dollar 
from 7lc in 1946 to 68c .. . largely 
through our postwar mechanization 
program.” Costs tumbled most sharply 
when the company’s nationwide, high- 
speed message centers were completed 
in 1949. Along with the best publicity 
program among communicators, West- 
ern Union has recently pushed vigor- 


ously a line of facsimile transmitters. 

Developed by WU and promoted 
under names like Telefax, Desk-Fax 
and Intrafax, the service allows cus- 
tomers to send pictures of documents 
between offices over private wires. 
Pacing electronic progress, the com- 
pany has a New York-Philadelphia- 
Washington-Pittsburgh radio beam net- 
work in operation, hopes to get FCC 
permission to handle TV trarismissions. 
To raise cash for more mechanization 
last June, WU sold its 62% interest in 
American District Telegraph, a fire and 
burglar alarm maker, to Providence’s 
Grinnell Corporation for a reported $12 
million. 

Among AT&T affiliates, cost-cutting 
inventions come almost’ entirely from 
Bell Laboratories, are incorporated in 
subsidiary operations whenever avail- 
able capital permits. Out of Bell Labs 
in recent months have come the now 
widely known transistor, a more reli- 
able, cheaper magnetic switch, and a 
system to triple coaxial cable capacity. 
Less dramatic than many developments, 
but more important from a labor-saving 
view, is a special hand tool which will 
eliminate the need to solder wire 
splices. Since the Bell System makes 
more than a billion splices annually, 
the company rightfully expects enor- 
mous “technical and economic advan- 
tages.” The tool is also. convincing 
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evidence of AT&T attention to the 
smallest technological detail. 

While AT&T President Craig controls 
Bell Labs, which develop equipment, 
and the Western Electric Company, 
which makes it, far-smaller General 
gets both services from Leich Electric 
Company. Acquired in 1950, Leich 
sales bounded from $3 million to $15 
million in two years. It supplies all 
General exchanges, competes with 
Western Electric and IT&T’s Kellogg 
Switchboard & Supply for business 
from other independents. 

Despite tremendous advances in 
communication science, current prac- 
tice has resulted in maldistribution of 
benefits. Equipment is rarely replaced 
simply because it is obsolete. Often it is 
junked only when it is worn out or 
inadequate. In some areas, subscriber 
population may outgrow several ex- 
changes within a few years; each new 
one will contain more modern equip- 
ment. Rural districts with static popu- 
lations, on the other hand, have had to 
be satisfied with old-time networks. 
Fast-growing Englewood, N. J., now 
being used experimentally, can boast 
direct long distance dialing, while a 
large part of New England struggles 
with hand-cranked phones. 

On the average, General’s shift to 
dial service (now on 70% of all its 
phones) has been slower than 80% for 
all of Bell, but markedly better than 
New England’s 62%. That company’s 
use of labor is considerably better than 
either. In 1952, Bell had one worker 
for every 57 phones; New England, one 
for 67; General had one to every 77 
instruments. 

For Colonel Sosthenes Behn of 
IT&T, problems of rates, regulations 
and returns have been multiplied by 
the number of countries (seven) in 
which the company operates wire ser- 
vices. This has long made the concern 
a Wall Street football. To avoid some 
of the kicks, Behn turned his attention 
homeward in recent years, now has 
about two-thirds of assets in manufac- 
turing facilities. (In the U.S., Behn 
operates no phones.) Domestic sub- 
sidiaries accounted for about half of 
IT&T sales last year, and Behn declares 
that their expansion “will be actively 
pursued to build up domestic earnings 
to the point of around two-thirds of 
the corporation’s total earnings.” For 
the whole company, nine-month net 
hit $20.1 million vs. $19.5 million for 
1952’s period—both a far cry from 
1946’s $1.57 per share deficit. Divi- 
dends, resumed in 1951 after a 19-year 
lapse, lifted Big Board quotations from 
1949’s 7% low to a 20% high last year. 

Behn’s big switch started in earnest 
in 1949. With $200 million in cash 
payoffs for nationalized properties 
taken over by Argentina and Spain, 
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he reduced debt to $55 million. To 
Federal Electric, which he already 
owned, he added TV setmaker Cape- 
hart-Farnsworth Company in 1951, 
Coolerator Company in 1951 and Kel- 
logg Switchboard a year later. With 
the four, IT&T is deep in industrial 
electronics and household appliances, 
has established a U.S. source for its 
own telephone equipment. To clean up 
organization last year, Behn absorbed 
his domestic manufacturing arms into 
the parent company to give the effect 
of increasing parent earnings by 50%. 
“I am giving no promises of higher 
dividends at this time,” said he in 
announcing the “merger”, but it does 
“prepare the way for something later 
on 











Aside from debt burdens, IT&T’s 
biggest postwar fiscal problem has been 
its inability to take home foreign earn- 
ings, which amounted to $18 million 
in 1952. These, says Behn, “have been 
gainfully reinvested in the operations 
of the respective subsidiaries.” 

As an example of what IT&T has 
done, Federal Electric’s sales record— 
up from $623,000 to $30.9 million in 
18 years—speaks for itself. Federal 
President Thomas M. Cole first con- 
centrated on developing low-voltage 
electrical control apparatus, reached 
out last year to buy Pacific Electric, 
which makes high-voltage equipment 
Cole gained prestige by nailing down 
a $2 million Atomic Energy Cum 
mission contract, also by compietiny 
controls for the Panama Canal mod- 
ernization. Acquisition of Pacific, says 
Cole, “changes the whole picture of our 
company [t multiplies our potential 
1,000%. Now we yo into any electrical 
field.” 

It multiplied other things, too. By 
fiscal *53’s end in June, Federal earn- 
ings were up to $1.3 million, compared 
with $471,000 the vear before. Book 
value rose $3 million, to $7 million, and 
dividends were initiated in March. 

Although Western Union, like IT&T, 
has no rivals to whom it can be directly 
compared, competition is still very 
much alive. WU has no complaints 
about the legitimate inroads of air mail 
and the long distance telephone. But 
VP McMains is violently vocal about 
“record message networks operated by 
the government itself,” air mail sub- 
sidies, and the telephone companies 
which are “in the telegraph business in 
a big way—a lot bigger than most 
people realize.” Internationally, WU 
vies with 12 other carriers. What WU 
continued to press for last year was “a 
unified system both nationally and 
internationally.” 

In this drive for unity, the president 
is faced with “a unique handicap.” To 
merge with Postal Telegraph in 19438, 
WU was ordered to sell its cables. But, 
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says McMains, possible purchasers ap- 
pear limited to existing international 
carriers and there is a serious question 
whether consolidations are permitted 
by law. While the FCC has been ex- 
amining the problem for possible “new 
action,” President Marshall has urged 
the agency to allow him to keep his 
cables and to permit merger of domes- 
tic and international service. 

Alerted as WU’s volume fell 33%, 
from 194,000,000 messages in 1945 to 
130,000,000 in 1952, a Senate subcom- 
mittee warned that the company is 
“rapidly drifting toward trouble.” To 
remedy it, legislators strongly suggested 
sale of AT&T’s teletypewriter exchange 
(TWX) to Western Union as the only 
solution “acceptable to the public in- 
terest.” Senate actien stimulated new 
interest in the problem, but Bell has 
been ready to sell TWX for years. 
Early negotiations were halted in 1945 
when inflation “practically wiped out” 
WU’s reserves, left no money to spend 
on acquisitions. Discussions were re- 
opened in 1949, are still going on. 


LABOR RELATIONS 


Durinc last summers shimmering 
drought in Clifton, N. J., two IT&T 
employees were warmly critical of plant 
working conditions. One raved that the 
firm “is inefficient, a perfect plant is 
being ruined.” The other blamed man- 
agement for the heat. To others. 

For communications employees, a 
job is not just a living. It is also a way 
of life. In the Bell System, 230,000 out 
of 690,000 have ten years’ service; of 
NET&T’s 37539, 13,526 have been 
aroun. ten years or more. In every 
community in the country, telephone 
men aid women from top management 
down are highly respected, permanent 
residents who are viewed as solid citi- 
zens hired by a “good place to work.” 
For the most part, their education is 
better than average. Their skills are 
highly developed. The public looks to 


them for an essential service and 
usually gets it. 
Communicators high employee 


standards are a product of careful 
selection and long training—which get 
the same top priority from manage- 
ment as the profit picture. In fact, in 
a business dependent on workers’ atti- 
tude to the public, one largely deter- 
mines the other. The problem of 
holding operators, most of whom are 
marriageable girls, was highlighted in 
1953 by New England’s rate of switch- 
board turnover. To get 1,300 more 
workers in 1952 the Bostonians had to 
hire 5,000, 3,300 of whom were taken 
on as new operators. For each of them 
there are long, thorough courses, well- 
organized recreation, pleasant sur- 


roundings and the going wage. Those 
‘who finish a lifetime of service will 
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draw a well-secured pension from a 
plan instituted in 1918 (Western 
Union’s pensions began the same year). 

What is true in Boston is true 
throughout the Bell System. But despite 
considerate labor relations, Bell was 
shaken last year by three of the worst 
strikes in recent history and a host of 
sporadic walkouts. At New Jersey Bell, 
13,155 workers walked out; 6,465 
struck at Indiana Bell, 35,802 at South- 
western Bell. 

AT&T firmly rejected suggestions 
for a standard wage across the coun- 
try, claimed conditions differ in differ- 
ent localities. “We feel that we have 
gone as far as we can go,” explained 
a corporation release, “and still keep 
faith with the public, who after all must 
foot the bill. We simply cannot pay the 
rates the union demands.” 

Strikers were actually far more 
peaceful than reports indicated. In 
Masonville, Ind., when a mob threat- 
ened to tear down the exchange “brick 
by brick,” there were no telephone 
workers in the crowd. “This strike was 
not a wildcat, but was authorized by 
the CWA,” said a linesman, who is con- 
vinced a union is necessary to keep a 
plant “as good as it is.” The violence 
and cable-cutting, said he, was done by 
“kids and tavern people.” Most others 
showed no bitterness once the strike 
was settled (on a compromise), but 
workers interviewed had re-assessed the 
union’s function, regretted “the first 
strike Bell ever had.” 

“Unions are fine,” commented an 
operator, “if the right people are in 
charge of them. They have done a great 
deal for the working class, but they can 
demand too much in the wrong way.” 

In New England, where company 
unions hold sway, workers gave an- 
other side of the picture. “The company 
union is no good,” complained an irate 
linesman. “It keeps abolishing rules it 
had made before.” Another held: “This 
union hasn’t accomplished anything for 
us.” But the majority of those queried 
by Forses were proud of their 30-year 
no-strike record, credited the union for 
pay, pension and holiday benefits. 

Not all of AT&T’s labor differences 
ended in battle last year, although a 
nationwide long lines strike was nar- 
rowly averted. As negotiations for high- 
er wages dragged, operators walked 
out in Boston, Springfield, Providence 
and Philadelphia to attend special 
union “meetings,” thereby upset service 
for short periods. “Members,” griped 
Unionist John Lotz, “are impatient with 
the stalling tactics of management and 
I don’t know if we can hold them.” 
Workers had little trouble holding 
themselves. Federal mediators had to 
be called in to get AT&T and the union 
to agree to $1 and $3 weekly raises 
instead of the $2 and $3 demanded. 


At Western Union, 1952 saw enough 
labor trouble to last for years. Little of 
it recurred in 1953. Unlike telephoners, 
Western Union workers refuse to talk 
openly about their jobs, feel no freedom 
to criticize management. In Boston also, 
a few NET&T employees shied from 
answering Forses questions, claimed 
“we are not allowed to discuss com- 
pany policy.” But in Kansas City, for 
example, not one WU employee wanted 
to talk. 

Possible reasons: average 1952 wages 
at Western Union were markedly lower 
than Bell’s or NET&T’s, $3,100 vs. 
$3,755 and $3,412. (Lowest wages— 
$2,799—were paid by General.) Sec- 
ondly, although WU pay has soared 
from $1,571 in 1948, the number of 
wage earners dropped from 62,353 to 
41,856 last year, is still falling. While 
worker after worker in New England 
can say, “I'll stick to this job, I’ve got 
security here,” few WU men and 
women feel the same way. As the 
mechanization axe falls, anyone may 
be next. 

AT&T and its affiliates put out per- 
haps the best series of house organs in 
industry. Printed for workers at all 
levels from supervisor down, phone 
periodicals are aimed at all interests, 
give everything from chatty gossip to 
feature stories and technical articles. 
Almost without exception, Bell employ- 
ees look forward to company maga- 
zines, consider them “well-written,” 
“worthwhile.” 

Refusing to rely entirely on the 
printed word to get ideas across, New 
England personnel men have recently 
leaned heavily on spoken instructions. 
Ideas from top management are passed 
to each level of command by word of 
mouth. Employees are encouraged to 
ask questions on any topic troubling 
them, and supervisors are trained to 
answer. This technique, coupled with 
good publications, has taught NET&T 
people how much money the company 
is making, what major problems are, 
who is boss. At General, on the other 
hand, no one knew whether the com- 
pany was making or losing money. 
AT&T’s success at winning employees’ 
fiscal interest is attested by the fact that 
one in five of its 690,000 employees is 
a stockholder. 


PUBLIC AND 
COMMUNITY RELATIONS 


“PHONE SERVICE is so bad,” griped a 
Waterville, Maine, subscriber last sum- 
mer, “that if I tried to call the fire 
department after ten at night, the house 
would burn down before I got an 
operator.” His complaint was a little 
extreme. But it is the kind of talk that 
plagues NET&T Public Relations VP 
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Thomas Hennessey and phonemen else. 
where. 

To most companies, public and com- 
munity relations are pleasant “extras” 
practiced while the going is good. To 
communicators, making friends and in- 
fluencing people is literally bread and 
butter. If an ordinary product has ap. 
peal, customers buy it, use it, have no 
further contact with the company until 
the next time. But communication’s sole 
stock in trade is service, i.e., human 
contact, which must be pleasant, eff- 
cient and unfailing if they are to 
prosper. They are public utilities, 
dependent on public agencies for rates, 
rights of way and methods of operation. 
They must keep subscribers contented 
in the role of clients, cooperative in the 
role of regulators. 

Most harried of the group, Western 
Union has had the additional task of 
living down an alleged tie-up with big- 
time gamblers and overcoming the in- 
efficiencies of outmoded equipment. As 
plant is renewed, President W. P. Mar- 
shall has tried to squeeze every nickel’s 
worth from his $100 million improve- 
ment program by giving Public Rela- 
tions top priority. He keeps newsmen 
briefed with promotion pieces from his 
New York publicity staff, last year 
reported more than 5,000,000 potential 
message senders have seen WU’s docu- 
mentary film, “Telegram for America.” 
His biggest problem is recruiting per- 
sonnel, whose personalities will enhance 
rather than nullify the favorable effect 
of the $750,000 spent on direct promo- 
tion last year. 

Power’s value as head of General 
comes from more than his years of 
experience in utilities and law. He is 
also a former utility commission coun- 
sel, a personal friend of Ohio’s Senator 
John Bricker and Governor Frank J. 
Lausche, knows how rate decisions are 
made, and is admirably equipped to 
deal with commissioners. 

Insofar as it is a telephone company, 
IT&T’s community is overseas. When 
Colonel Behn decided to expand Cuban 
operations last year, success depended 
less on the islanders’ need than on 
Behn’s high level public relations. He 
had to persuade local authorities to (1) 
okay the growth, (2) up rates to make 
it profitable. The strain this kind of 
operating puts on management may be 
one reason why Behn has emphasized 
manufacturing in postwar years. 

For the Bell System as a whole, 
public wooing is done through a steady 
schedule of institutional advertising, 
strict employee training and stress on 
technological improvement. Marks of 
success: about 80% of all Bell phones 
are dial controlled; and phone demand 
backlog was cut by 174,000 between 
1951 and 1952 (an instrument was in- 
stalled every four seconds). 
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STOCKHOLDER RELATIONS 


New Encitanp Telephone & Tele- 
graph’s dividend sunk to $4.25 in 1947 
and didn’t return to a more satisfactory 
$8 until 1952. Commented Financial 
VP C. K. Neilson last spring: “We in- 
tend to try our hardest to keep the rate 
high.” His interest in stockholders’ 
interest is typical of communications 
management. Since investors buy stock 
in NET&T, AT&T, General Telephone, 
and Western Union more for steady 
return than for appreciation, payout is 
the only kind of “relations” that really 
counts. With everlasting demands for 
new capital dogging the industry, con- 
tented owners are as vital as switch- 
boards. 

Among the group, only IT&T has no 
long history of generous payout, and 
Western Union’s recent record is un- 
even. But like the others, Chairman 
Sosthenes Behn’s and WU President W. 
P. Marshall’s annual reports are thick, 
detailed, informative. To add luster last 
year, IT&T shifted its annual meeting 
from Baltimore to subsidiary Federal 
Electric labs in Nutley, N. J. At the 
new site, stockholders peeped at a full 
line of electronic gadgets from instru- 
ment landing systems to television 
components, were feted and fed in 
carnival atmosphere complete with 
pretty girls dressed in costumes from 
the seven countries IT&T serves. For 
most owners, the show provided a first 
look at the company’s amazing array of 
little known products. For Behn, it 
provided a new way of bringing owners 
closer to the company. 

Equally concerned with the kind of 
stockholder attention that goes beyond 
the printed word, AT&T played host to 
1,200 out of 1,200,000 owners in New 
York. Long the Big Board’s model blue 
chip, Telephone takes its role seriously, 
mails tons of updating material annu- 
ally, builds on the good feeling nur- 
tured by its never-failing $9 dividends. 
Conscious of its unique place among 
equities, AT&T keeps a full-time staff 
to answer incidental queries, never 
lowers its dignity by unnecessary show- 
manship. 

WU’s problem is slightly different. 
Its reports are most colorful of the 
group, tend to sell WU as a growth 
company, a situation helping to make 
irregular payout tolerable. To put this 
idea across to the financial community, 
VP T. F. McMains lectured security 
analysts last year, encouraged more 
WU “studies” than most companies 
enjoy. He left the impression that WU’s 
worst days are past, that “prospects . . . 
have never been more promising.” 

For communications as a _ whole, 
companies were probably giving out as 


much owner attention as owners can 


legitimately expect. 
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This Man's 
Secret of Happiness 


Changed My 
Whole Life... 











I AM a successful businessman with a comfortable home and a loving family. 


But some time ago I began to be bothered by a feeling that something was 
lacking in my life. I couldn’t define the feeling, exactly—all I knew was that 
while I had everything I could hope for, I wasn’t really enjoying life! 


Then a friend told me about a marvelous new book, “The Best Things in Life.” 
I bought the book, and as I read it, a few chapters a day, I began to notice an 
amazing change in my mental outlook. 


And as I read, I realized that here were the life-long observations of the most 
brilliant thinkers of the ages—crystallized by a man who has learned how to live 
with the world and with people—who has learned how to enjoy life—who has 
achieved an inner harmony which has brought him fame and fortune, as by-prod- 
ucts not as ends in themselves. 


This book was literally a guide to happiness . . . a ray of light in a confused 
world . . . written by a man who was an orphan at the age of four, a blacksmith’s 
apprentice at 14, a man who later became a Professor of Psychology, and is today 
Consultant in Human Relations to no less than 16 of our leading corporations. 


He shows the reader how to conquer his own inner conflicts, how to build up 
a resistance to the fears and frustrations of our times. And he does so, not with 
an ivory-towered philosophy, not with preaching from the pulpit. Professor 
Hepner begins where the theoreticians leave off. He recognizes that we’re only 
human—that we live under enormous pressures which make life difficult, which 
confuse us, rob us of happiness. 


But it wasn’t until I actually put Professor Hepner’s advice into practice that 
my life really changed. I noticed that I was really enjoying the common experi- 
ences of everyday life that up until then I had taken for granted. I noticed that 
“problem” people were no longer difficult to get along with. I noticed a new 
peace of mind, a new confidence. 


I realized that the book had given me a meaningful personal philosophy and 
an ability to enjoy life to the full. It has made a tremendous difference in both 
my business and family life. 


YOU ARE INVITED to examine this book FREE for 10 days. 
See how it will help you, as it has helped thousands of others, 
rise above the tensions of life and find new happiness. Send 
the coupon below for a 10-day FREE EXAMINATION copy 
of “The Best Things in Life” by Professor Hepner — today. 





-<------- Mail Coupon Today- - — ————— 


B. C. FORBES & Sons Publ. Co. Inc. it 
80 Fifth Avenue, New York 11, N. Y. 
Please send me a FREE-EXAMINATION copy of “The Best Things in Life” by Pro- 


fessor Hepner. Within 10 days, I will either remit $3.95 plus postage, or return the 
book and owe nothing. 


Check Here (] To SAVE! Send $3.95 with this coupon and 
we will pay postage. Same return privilege; refund guaranteed. 


a n.:0 462 650-010 bbS 00s caGn0n 040 enemas ee a ee ee eee ee 
Please Print ; 














Great A & P Tea ($447.2)° 
Safeway (339.0)§ 
Kroger (175.1) 
American (111.2)+ 
First National (75.8)+ 
Food Fair (68.0)} 
National Tea (66.0) 
Jewel Tea (53.9)]|| 
Colonial (37.4) 
Grand Union (35.2)° 
In parentheses: Assets (in millions) as of 
Dec. 31, 1952. ° As of Feb. 28, 1953. + As 
of Mar. 31, 1958. {As of Apr. 30, 1953. 
§ As of June 18, 1953. || As of July 18, 
1953. 





RETAIL—FOOD CHAINS 


ONE ADVERTISING executive last year 
told the experts that profits for existing 
supers had reached the point of dimin- 
ishing return. Cited he: net on food 
items is “declining;” current self-ser- 
vice techniques have afforded all the 
profits pickups inherent in them—“there 
is no hope for a reversal in the declin- 
ing net profit trend . . .”; non-food 
items (cosmetics, apparel) have added 
“juicy” initial markups but have not 
abetted the droop; and “the larger and 
more diversified the food super has be- 
come, the smaller has its net profit 
become.” 

Fortunately for the supers, one man’s 
analysis did not completely cover their 
situation. OPS price lists had much to 
do with net shrinkage. When Eisen- 
hower’s broom tidied up the grocery 
market in early 1953, managers quickly 
upped supermarket returns. 

But the demise of controls was not 
fully responsible for the fresh meat in 
supers’ soup. Erosion of farm commod- 
ity prices was immeasurably important. 
Maintaining or boosting retail prices as 
their supplies trucked in at lower cost 
gave margins a two-way stretch. 

Another factor was the easing (by 
most chains) of outlays for expansion. 
For most, the climax of short-term 
spreading occurred in 1952, when 
supermarkets grabbed a record 43% of 
all grocery dollars and food chains en- 
larged volume by 8.2% vs. the 3.6% gain 
for all retailing. Some firms took a 
breather to concentrate on prettying up 
supers with new devices like air con- 
ditioning. Others spruced counters with 
non-food items like housewares, which 
moved to 40% higher volume in 1953: 
$100 million. With population growth 
better than money in the bank, supers 
in the new free market were jingling 
their cash registers, confidently looking 
out the-window for more. 
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COLONIAL STORES WAREHOUSE: the drop in commodities helped 


MANAGEMENT 

Top CHAIN on 1953 results was a 
sleeper from Chicago: $66 million Na- 
tional Tea. Never an accepted indus- 
try-leader, displaced as sixth largest in 
1952 by onrushing Food Fair, Harley 
McNamara’s tight little chain (nine 
Midwest states) brought middling 1952 
results into ripened bloom last year. 
Method: full acceleration of merchan- 
dising in the potential amassed over 
recent periods. McNamara operates 
supers under six different names (Chi- 
cago’s Nationals, Indianapolis’ Stand- 
ards, Lansing’s Doles and Market Bas- 
kets, Detroit’s C. F. Smiths, St. Louis’ 
Food Center Stores). In 1952 Mc- 
Namara bought up 223 of these, in- 
cluding the entire Smith chain of 211. 
In 1953 he got the 28-unit Food Cen- 
ter group. By last year-end, 793 total 
units had been thoroughly weeded and 
a hard core of 700 sturdy outlets (not 
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all supers) remained. Of these, 97 were 
built in 1952-53. Volume per store by 
November was running at an annual 
$650,000 clip vs. 1952’s $530,000. 
Chain revenues heaped 18% over year- 
ago’s, industry’s leading gain. National's 
net, more important, was up a resound- 
ing 46%; only Safeway, overcoming a 
none-too-hot 1952, bettered this pick- 
up. Harley McNamara did not shine in 
the all-important matters of labor, com- 
munity, stockholder relating. But no 
food chain revealed more profoundly 
or more suddenly the earnings promise 
in a thoroughly polished chain of lo- 
cally managed supermarkets. 
Second-largest $339 million Safeway 
earned equal kudos on the basis of 
overall management skill. President 
Lingan Warren fought longest and 
hardest for removal of OPS shackles. 
After Ike’s Proclamation, he led super 
chains and independents back to old- 
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Detailed Reports On 101 
Growth Stocks 


Each stock is analyzed in complete detail: 


1. Growth factors are clearly indicated 
and their potentials fully explored. 


2. Financial condition and working cap- 
ital position are revealed. 


3. History is charted with figures on 
the trend of sales, income, earnings, 
dividend action and price range for 
the past 10 years brought up-to-date 
with latest available figures. 


Information You Can Rely on 


You can depend on the information in the 
“FORBES 1954 Growth Stock Guide.” It has been 
compiled by the staff of trained security analysts 
of the Investors Advisory Institute, whe draw 
upon the vast research facilities of 36-year-old 
B. C. Forbes & Sons Publishing Company. Many 
months of selid laber and painstaking checking 
went into the preparation of this year’s Guide. 
Extreme care was exercised in selecting the 101 
Growth Stecks. Thousands of pin-point decisions 
had to be reached as to whether a stock had the 
necessary qualifications and “growth” fectors to 
be included in this highly selective Guide! 


Nothing Else Like It 


The “FORBES 1954 Growth Stock Guide” is 
unique. Nething comparable is available to in- 
vestors. Other studies have discussed this type 
of investment in fragmentary fashion but none 
go into such minute detail, are so comprehensive, 
so complete, yet, so selective. 


* 
LOOKING AHEAD TO 1975 


Not too long ago, a group of leading economists 
were commissioned to study the resources of the 
nation, project our economy to 1975, and report 
their findings to the President of the United 
States. Here are a few highlights of what they 
came up with: 


Population: Up to about 193 million, that’s 
42 million over the 1950 level. More food, more 
homes, more cars, more TV sets, more of vir- 
tually everything. . . Jobs: Over 79 million 
wage earners with much higher rates of pay.... 


Autos: One car for every two persons over 13 
yeers old... . Appliances: A 40% increase in 
appliances and other consumer hard goods... . 


Electric Power: Three and a half times as much 
electricity will be sold to keep our industries 
going. .. . Plus... 100,000 new railroad cars a 
year—1'4 million new homes and apartments a 
year—50% more machinery and capital equip- 
ment—50% more public works. 


It all adds up to a 100% increase in our Gross 
National Product which is expected to top 300 
billion dollars by 1975. 


TO PARTICIPATE FULLY IN 
THE COMING PERIOD OF EXPANSION 


BUY THE RIGHT GROWTH STOCKS! 
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. New FORBES Manual Selects 


101 BEST “GROWTH” STOCKS 


Rates 15 “Especially Recommended" 
for Your Retirement 


B ECAUSE GROWTH STOCKS can relieve you of “second-guessing” the market 

—because true growth stocks may be bought with confidence at any stage of 
the market cycle—we are rushing to completion the “FORBES 1954 GROWTH 
STOCK GUIDE” which will steer you clear of the danger-areas in today’s market 
—will show you how to invest wisely for the future. 

This 272-page annual Guide covers the subject of growth stocks from “A to Z”— 
answers many of your investment problems—tells you whieh growth stocks to buy 
for retirement, for children’s college funds, for the eventual purchase of a home, 
for that second honeymoon, for virtually any of your long range goals which will 
someday require an unusually large amount of capital. 

As you know, many of today’s fortunes were made by buying into and holding 
on to “growth” stocks. 


For example: Had you purchased 100 shares of 
IBM in 1914 and exercised your rights through 
1925, your cash investment of $6,364 for 153 shares 
would have grown to 3,039 shares threugh stock 
splits and stock dividends. Today, your shares 
would be worth $723,282 and you would have re- 
ceived another $171,200 in cash dividends! 


Similar stories can be told of General Motors, of Eastman Kodak, of Sears 
Roebuck, of many of the Chemicals, of dozens and dozens of companies which 
proves beyond doubt that the systematic purchase of sound growth stocks is your 
best, your safest means of achieving financial independence. 

BUT, you can’t afford to waste your time and your money on the WRONG 
stocks! Many companies today, although properly called “growth” stocks are near 
or are at the tail end of their growth stages. The BIG money has already been 
made by the investors who bought years ago. 

If you’re foresighted, you'll seek out the young growth companies with the better 
part of their futures still before them—so that you may participate in their great- 
est growth period! 

That’s why we’d like to send you a copy of our confidential, up-to-the-minute 
272-page “FORBES 1954 GROWTH STOCK GUIDE”—on our special pre- 
publication, money-back-if-not-satisfied offer which saves you 33 1/3%. 

It will help you invest in the RIGHT growth stocks, the ones with years of 
growth still before them. You'll refer to it many, many times throughout the year— 
you'll want to check your current holdings against its recommendations, for it: 


..pinpoints the industries which are expanding 
3, 4, and 5 times faster than our national aver- 
age. 

.. screens every growth issue traded on the major 
Exchanges, analyzes the 101 Most Outstanding 
Growth Stocks. 

.. spotlights 15 elite stocks which we believe will 
one day be among the most dynamic growth 
issues of all time. 


Each of the 101 stocks selected is analyzed in detail with a 10-year comparative 
record of sales, earnings, dividends and price ranges. Each stock’s financial position 
is checked, management rated, industry position and activities surveyed, growth 
factors analyzed and appraised. Earnings are projected to 1960 for the “15 Most 
Promising Growth Stocks.” f ; ; 

Yes, you'll find the answers to many of your investment problems in this Guide. 
It points out the BIG money-making opportunities of tomorrow—shows you how 
to make one investment dollar do the work of two in the RIGHT growth stocks. 


ORDER YOUR COPY TODAY AND SAVE $5.00 


CLIP AND MAIL TODAY 


SPECIAL INVESTORS ADVISORY INSTITUTE, Inc. 
PRE-PUBLICATION Subsidiary of B. C. Forbes & Sons 
OFFER 80 Fifth Avenue, New York I1!, N. Y. 


SAVES YOU Enclosed is $10. Please send me the New ‘Forbes 1954 
Growth Stock Guide’ which will sell for $15 on publica- 
tion. (On N.Y.C. orders add 3% sales tax). If I am not | 

1 completely satisfied, I may return it within 10 days fer 

4 full refund. | 

= 

Money Back in 10 Days 

If Not Satisfied 














NO BUM STEER 





A prize winner anywhere, 
this Angus steer has 
reached prime condition 
on top grade hay and 






gts, feeds grown in rich soil. 
< & PaNbome 
3 Soil retains its great 
y ¥ natural wealth through 
Re eae the addition of fertilizers, 
many of them containing 
potash produced by the 


United States Potash 
Company. Potash en- 
riches the soil, improves 
crop quality, builds 
resistance to disease, and 
increases product yield. 


The use of potash is an 
investment in the land 
that brings big returns 
in better crops and 
better business. 


UNITED STATES POTASH COMPANY, INC. 


30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 





time margins. By September, volume 
had picked up a mere 6% but net in- 
come was 120% over 1952’s. Warren 
slowed his dynamic expansion for a 
year (16 new stores opened, about 40 
closed vs. 1952’s 81 and 114) to give 
attention to remodeling (to 79 units) 
and other modernization. In Septem- 
ber, Warren broke the story of a fabu- 
lous 100-store contract with builders 
Webb & Knapp, guaranteeing most of 
the openings in carefully-selected shop- 
ping centers by the end of 1954. A like 
number of older units will probably 
be dropped, it being Warren’s conten- 
tion that about 2,000 units “is a nice 
round number to stick with” (present 
count: 1,926 in U. S., 189 in Canada). 
Meantime, he followed up every angle, 
on the local fronts, to win and hold 
new markets for Safeway. Typical 1953 
battles: Safeway stalled Topeka plans 
for Sunday food shop closings by “re- 
fusing to go along;” all stores picked 
up “Friday the 13th days,” peddled 
beans and sundry canned goods at 18c; 
circumvented a Portland, Ore., cigaret 
and coffee price war by offering to buy 
back from customers articles purchased 
under the wholesale levels. 

Safeway plays its public smartly. 
Community friction and entanglements 
are avoided by a management doctrine: 
don’t move in next to an established 
independent grocer, no matter how 
badly or well he’s doing. Another rule: 
personal customers handling and “don’t 
miss any bets.” When a college pro- 
fessor asked several chains for text ma- 
terial, Safeway heaped his shelves, 
learned later that “no one else re- 
sponded.” When a woman berated 
private brand labels of any and all 
chain stores, the industry scoffed. But 
Safeway guessed ignorance was at 
fault, picked her up on it, took her on 
a personal plant-office-store tour. Un- 
solicited result: a “helluva nice speech” 
at several women’s clubs. 

Not a supermarket competitor of 
Safeway’s, Chicagoland’s Jewel Tea last 
year bettered its 1952 top rating (when 
it tied for Fores first at 90 with Food 
Fair). Converting 19 Chicago marts to 
merchandising of ready-wrapped, self- 
service meats (not a trade innovation), 
chief exec officer F. J. Lunding raised 
tonnage by 28% in the first six months. 
Lunding added 17 new supers to 1952’s 
160 units, aimed for 200 by 1955. Cost 
of each (at 12,000 square feet) hit 
$300,000, nearly four times the size of 
new Jewels in 1948. Unit volume, sec- 
ond only to Food Fair’s all super mark 
of $1.8 million, passed $1 million. 
At 44 weeks, Jewel volume was up 
9.6%; when last reported (at six 
months), net was glittering at 21% over 
1952. 

Smallest of the Big Ten, and with 
its narrowest market range, Grand 
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Union was led by imaginative presi- 
dent Lansing Shield to a peak of per- 
formance. Always a prime mover in 
New York, GU picked up a 31-store 
Canadian chain, opened 20 new do- 
mestic supers with $20 million sales 
potential. By August, Lansing’s rev- 
enues were up 8.5%, net profits a good 
45%. Shield reported September-No- 
vember quarter was running “better 
than any time this year.” Nearly two- 
thirds of GU outlets are supers; in ad- 
dition, 10% of sales comes from 675 
Jewel-like wagon routes. Lansing 
stretched his non-food items, accenting 
such improbable grocery stock as toys, 
garden supplies, greeting cards. Big 
impetus came from mushrooming sub- 
sidiary Food-O-Mat, which markets a 
mechanized line of self-stocking shelv- 
ing invented by Shield. Food-O-Mat 
drummed up “several new areas of use” 
for its gadgetry, brought rival chains 
like Kroger and Colonial to the mat 
for orders. 

Off a notch from the pace of the top 
four, Food Fair and Colonial led the 
rest of industry handily. FF paused in 
midstream to trade its managing (and 
founding) Friedland brothers for new 
prexy Louis Stein, proceeded to 
achieve 8% higher sales in the six 
months to October, 14.4% higher 
profits. While percentage improvements 
were off par, they are better judged in 
light of FF’s already dominant posi- 
tion in unit size (volume per store 
nearly double any other chain’s) and 
in net margins (for 1952: 1.5%, second- 
high). Stein reported six new supers 
by September, 16 more a-building. 

In the Southland Joseph Seitz $37 
million Colonial Stores showed 10 
marked change in chain length in 1953. 
Some 15 new supers went up, and the 
same number shuttered. By raising 
price tags and stretching merchandise 
lines, Seitz bolstered volume 9.5% 
through June. Heaped margins and a 
big efficiency drive padded net by 
13.8%. Much of the efficiency generated 
from Colonial’s new (March) adminis- 
tration-warehouse-bakery setup in At- 
lanta. Expenditures in the first half 
were just $400,000 off all of 1952's 
$1.9 million. Without a real competitor 
among the chains’ Big Ten to keep the 
brake on margins (only A & P runs 
Colonial a race for any of its markets), 
Seitz brought a highly respectable 1.1c 
per sales dollar down to net in first 
half 1953. 

Owning an over-the-counter security 
adds a couple of extra risks to the 
stockholder’s portfolio. Membership 
requirements of the big exchanges 
are not applicable to guarantee 4 
minimum of financial reporting to the 
investor. 

That the owners of Colonial Stores 
are contented is due president Joseph 
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Seitz’s cognizance of such facts and a 
resultant stockholder consciousness. 
Colonial could get by with minimum 
financial reporting as the only major 
food chain off the big boards (A & P 
common is on the American Exchange, 
the other eight are NYSE-listed). And 
a 49% interest is owned by National 
Food products (also holder of 20% of 
smaller grocer Bohack). But three sta- 
tistics indicate Joe Seitz and his stock- 
holder family are closer than spuds in 
a supermarket bin: (1) Late 1953 
over-the-counter bid on Colonial com- 
mon: 11 times earnings; (2) dividend 
payout: 65% of net through June, 54% 
in the decade through 1952; (3) proxy 
returns for 1953: 87% of outstanding 
shares. Even when the 49% block is 
subtracted, the 76% return from the 
freely-traded ownership is high for in- 
dustry. 

Seitz does not let his owners go 
uninformed. Colonial’s annual report 
is one of food chains’ two best (Jewel 
Tea’s is the other). The industry is 
inherently less concerned with owners 
than customers, and the Colonial re- 
port, while shining a bright beacon 
on its Atlanta administration, still lacks 
the polish of many printed by other 
industries. But Steitz’ spryly-written 
essay On industry problems leaves in- 
quiring owners well briefed. 

Picking’ up in New England where 
Colonial leaves off in Dixie, First Na- 
tional Stores continued to tear down 
old units, not quite completely replace 
them. Count of 847 at 1952 year-end, 
down from 1951’s 922, was hacked to 
802 by October. Solidification of good 
supers, calculated building of new ones 
boosted president Adrian O’Keeffe’s 
volume by 8.4% in the first quarter 
(June). Earnings picked up by 10.8%. 
One company mag, distributed beyond 
company limits, is a gorgeous slick in 
four colors heralding local farmers, 
county fairs, et al. Food Marketing in 
N. E. is devoted as its masthead says 
to food marketing and growing prob- 
lems generally “. . . and apt to go off 
on tangents having to do with New 
England, its ways and traditions, pro- 
viding they seem interesting at the 
time.” O'Keeffe, a geographical area 
snugly in his serge vest pocket, prodded 
New Englanders with teaser promotion 
of his new supers: “coming next 
Wednesday .. . 3-D SHOPPING... 
and the third dimension is SPACE.” 
What O’Keeffe meant was that First 
National was spreading aisles further 
apart, after the fashion of Safeway and 
Food Fair. What took him longer to 
do so was obvious: a small $500,000 
per-store sales average in 1952 (indus- 
trys next-to-lowest) had managed 1.6% 
net return on volume (industry’s high- 
est). O'Keeffe had no trouble main- 
taining the margin lead through 1953. 
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Philadelphia’s $111 million American 
Stores, fourth-largest, idled expansion 
after the same fashion. Acme’s forte 
was replacement of 160 old shops with 
“40 to 50” new supers. Reduction in 
chain length to about 1,180 was a step 
in the right direction for boss William 
Park. Acme’s short suit had been in- 
dustry’s lowest unit volume, $420,000. 
Staid Philadelphians found American 
ringing up closer to $600,000 last year, 
as volume on 10% fewer units gained a 
healthy 10.6% by September. First-half 
per share at $2.62 more than doubled 
year-ago. 

Kroger rated 80 last January, is one 
of few not advancing through 1953. 
Third-largest in industry, the $175 mil- 
lion outfit got up $4.3 million for new 
and remodeled stores in the first half, 
surpassed this in the second. Results 
were not in line: volume increased only 
0.8% in the first 40 weeks. Net income 
increased least of the Big Ten: 11% at 
June midyear. Spread generously 
through the industrial Midwest, Kroger 
topkick Joseph B. Hall could blame 
overall reduction in number of stores 
for the volume stall, as Kroger builds 
supers at the expense of old shelvers. 
But keeping margins tighter than com- 
petitors’ had failed to make up the dif- 
ference, lost some ground to sprites like 
National, Jewel. 

Meanwhile, everybody's competi- 
tion—Great A & P Tea—continued to 
operate its goliath chain as though it 
were building A-bombs. Nary a peep 
emanates from Berger’s outfit until an- 
nual reporting time, and then scant 
more. In 1953, operations were secret 
from everybody except Attorney Gen- 
eral Brownell, who picked up a mam- 
moth anti-truster from Fair Dealers. 
Bringing up the rear, giant A & P 
maintained its owners-be-damned atti- 
tude by again printing the worst ex- 
cuse for an annual report Forses edi- 
tors have seen since Hartford’s Folly 
of 1951: one white card (4 in. x 8 in.) 
lists a balance sheet in 12 lines, noth- 
ing else; another scrip (3% in. x 5 in.) 
reveals an income statement in nine 
lines. That’s it for the year. The cards 
can be creased in half to take on the 
appearance of a miniscule two-paged 
pamphlet. Or they can simply be 
crumpled after a thoughtful glance. 
Without a wiretap on Washington, let 
alone on Manhattan headquarters 
(even treasurer J. D. Ehrgott had to 
chuckle over his pat parry to all ques- 
tions: “Nothing I can tell that’s not in 
the annual report”), ForBEs passes no 
judgment on A & P in ’53. 





(Labor, public and stockholder rela- 
tions for the Food Chains present no 


_ material change from last year, hence 


are omitted from this issue.—Ep. ) 
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How to Avoid the 


10 MISTAKES 
MOST INVESTORS 
MAKE! 


OU'LL find out what they are and 
how to avoid them in Chapter 17 
of the new book by Douglas H. Bell- 


more, noted Investment Counsel, titled: 


“INVESTMENTS 


—Principles and Practices” 
—available from B. C. Forbes & Sons 


One of these mistakes he warns against is 
unwittingly being made RIGHT NOW by tens 
of thousands of investors and it can wipe out 
all the gains of the last few years! Avoiding 
this one pitfall could make the purchase of 
this book one of the best investments ever. 
Other chapters you should find equally valu- 
abie are: 
“Mathematics of Investment'—tells you 
how to figure the value of convertible 
securities, rights and warrants. 
“Taxes and Investments"—tells how to 
take advantage of Tax Exempt Secur- 
ities, Estate and Gift Taxes. 
“The Timing of Security Transactions"— 
reveals the values and weaknesses of 
technical forecasting, the Dow Theory, 
The Business Cycle Theory, Price-Earn- 
ings Ratios, Margin Trading, Short 
Selling. 
“Dollar Cost Averaging and Formula 
Timing"—shows the workings of the 
Keystone Seven Step Formula Plan and 
the Three Step Variable Ratio Plan. 
“Investment Policy for Individuals"— 
discusses best types of Insurance, An- 
nuities, Savings and Loan Associations, 
Series E, H, J, K Bonds, the purchase 
of a home, detailed investment plans 
for: |. young married man, 2. middle- 
aged entrepreneur, 3. retired man or 
widow. 


And this is only a small part of the vast 
storehouse of money-saving and money- 
making helps in this big book. 545 
pages, 20 chapters, 70 tables, 39 charts, 
appendix and glossary. Most complete, 
up-to-date book on investments avail- 


able. 
MONEY-BACK GUARANTEE 


Send only $7 for this valuable guide to 
financial security. If you are not satis- 
fied, return it within 10 days for full 
refund. Fill out coupon and mail today. 
SSRSSSSREKRSSSESSROSSSSERSEKREREEOEREEKRESEe 
B. C. Forbes & Sons Publ. Co., Inc. 
80 Fifth Avenue, New York 11, N. Y. * 
Send me book, "Investments—Principles and 
Practices," by Douglas H. Bellmore. | en- 
close [] check, [] money order for $7 (add 
3% in NYC for sales tax). If not satisfac- 
tory, | may return book within 10 days for full 
refund. 


Zone... State 
() Check here and enclose $10 if you wish en- 
larged edition with 12 additional chapters on 
Security Analysis ‘with scores of examples of 
actual. professional analyses. : 
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1 Nail down 
your costs 





for just 17,41" a month . NY ie! 


AND HERE’S HOW—You can’t escape costs... but with a 
Burroughs Sensimatic, at a cost to you of only $17.41* a month, you 
can control them to your best advantage. For example, it gives you 
positive control of your vital cost records—tells you job by job how 


your money is spent . . . what part is for labor . . . what part for mate- 
rials .. . what part for overhead. 


In addition, the Sensimatic gives you mechanized control of 
virtually all accounting jobs...does not become obsolete with changes 
of system or personnel ...is the closest thing to profit insurance 
you can buy. Only through this kind of exact accounting records, 
showing where every penny goes, can you fully protect your business. 

Find out how simply you can apply a Burroughs Sensimatic 
to your particular business. It quickly pays for itself. You will find the 
nearest Burroughs office listed in the yellow pages of your telephone 
book...so call right now. Burroughs Corporation, Detroit 32, Michigan. 


* Arrived at by standard procedure of tax depreciation, 





ONE COST RECORDS + INVENTORY RECORDS 
SENSIMATIC 
ACCOUNTS RECEIVABLE » ACCOUNTS PAYABLE 
handles all 
these jobs GOVERNMENTAL REPORTS + PAYROLL 


















m Wherever There’s Business There’s 
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Burroughs Sensimatic 


Accounting Machines 


E 














THE FORBES INDEX 


Solid line is computed monthly, gives equal weight to 
five factors: 7 


1. How. much are we producing? (FRB production index) 

2.-How many people are working? (BLS non-agricul- 
tural employment). 

3. How intensively are we working? (BLS average 
weekly hours in manufacture) 


4. Are people spending or saving? (FRB department 
store sales) 


5. How much money is circulating? (FRB bank debits, 
141 key centers) 
Factors 4 and 5 are adjusted for value of the dollar 
(1947-49= 100), factors 1,4and 5 for seasonal variation. 
Dotted line is an 8-day estimate based on tentative fig- 
ures for five components, all of which are subject to later 


revision.* 


BETTER BRITISH SALESMANSHIP NEEDED 





Giascow, ScoTLAND. — Britons have 
perked up. They have regained their 
self-respect. Indeed, many of them 
radiate such confidence and cheerful- 
ness that I cannot but question whether 
they have not become too light-hearted. 
Gratifying though the nation’s revival 
has been, Britain is not yet completely 
out of the woods, sunshine is not the 
only thing ahead. 

It has again been borne in on me 
that the ordinary employee here does 
not take his or her job as seriously as 
we do in America. In many stores— 
“shops” as they are called—those be- 
hind the counters are not briskly on 
their toes, but exude an air of indif- 
ference. The art of pushing sales has 
not been taught as successfully here 
as with us. 

Perhaps it is because of their stolid 
nature, because of the frigidity of the 
climate, perhaps it is because of lack 
of incentive and enterprise, but what- 
ever the reasons, you are rarely smil- 
ingly coaxed to buy, rarely urged to 
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look at something else which might 
meet your requirements, rarely given 
what we in America call a “sales talk.” 

Some might classify this whole atti- 
tude as preferable to sales pressure. 
Perhaps it is. 

But when I ponder Britain’s place in 
the world, when I dig into considera- 
tion of her vital need for more effec- 
tive salesmanship throughout the world, 
her necessity to expand exports, I can- 
not but wish the business people of 
this “tight little island” would generate 
a greater measure of get-up-and-go, 
would develop more intensive sales- 
manship, would exhibit more eagerness 
to turn their wares into cash. 


LAUDABLE AUTO EXPORTS 


Talking of exports, one of Britain’s 
most spectacular industrial develop- 
ments has been the increase in her sales 
of automobiles abroad. We see many 
evidences of this in America. Sporty 
British cars have sprung into popu- 
larity. 
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It may be that dynamic endeavors 
of the British Ford Corporation to mul- 
tiply in foreign countries sales of its 
British makes have spurred other 
manufacturers here to develop over- 
seas markets. At the first British Motor 
Show since World War II, held re- 
cently, some 300 models of cars were 
displayed by British, American, French, 
Canadian, West German, Italian and 
Spanish manufacturers. The outstand- 
ing feature was the introduction of 
low-priced vehicles. For example, 
Ford’s lowest-price car is its “Popular,” 
costing only $770 before taxes—which 
range from 33%4% up. The Ford ex- 
hibited is rated to travel 45 miles on 
a gallon of gas, speed around 65 miles 
an hour. 

In January, 1952, Britain turned out 
86,270 passenger cars and chasses, 
whereas the latest monthly totals have 
well exceeded 50,000. Exports have 
absorbed half the total. 

Curiously, output of commercial ve- 
hicles has not kept pace. Of these only 
one-third are sold abroad. 


More from Britain later. 





“Final figures for the five components (1947-49 = 100) 
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JOSEPH D. GOODMAN 


a member of the New York Stock 
Exchange and a registered invest- 
ment adviser, mokes his head- 
quarters in our Philadelphia office. 





Transactions for his customers are 
executed and cleared through us. 
Inquiries Invited. 


REYNOLDS & Co. 


Members of New York Stock Exchange, 
American Stock Exchange 
and other principal Exchanges. 
NEW YORK PHILADELPHIA 
120 Broadway . 1526 Walnut Street 
Other New York Offices: 


Empire State Bidg.—Chrysler Bidg.—305 Broadway 
198 Montague Street, Brooklyn 1, N. Y. 


Other Branch Offices: 
Sacramento, Cal. East Orange, N. J. 





Cuteage Hts., DL. Salinas, Cal. Morristown, N. J. 
Rochester, N. Y. San Mateo, Cal. Vineland, N. J. 
Syracuse, N. Y. Santa Cruz, Cal. Allentown, Pa. 


San Francisco, Cal. Santa Rosa, Cal. 


Lancaster, Pa. 
Berkeley, Cal. a. x. €, 


Scranton, Pa. 








Carmel, Cal. Raleigh, N. C. York, Pa. 
Oakland, Cal. Winston- - ody x. ¢C. Hagerstown, Md. 


45 Industries Ranked 
466 Stocks Rated 


5 year stock market Graph 
: All free to new inquirers. Write for Report F-120. 


~ AMERICAN 


@ Larchmont 


INVESTORS SERVICE 
New York 


+ 














INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 





Mutual fund and other recommendations 


AT THis writing, the Dow-Jones aver- 
age of industrial stocks is around 279. 
A year ago, it was 293; at the close of 
1951, the price was 268. It can be seen, 
therefore, there has been no important 
change in this figure during the last 
two years; and if one had purchased 
all of the 30 stocks in this average, he 
would not have made anything. Other 
than utility stocks, a majority of the 
listed stocks declined during the pe- 
riod mentioned. There is a good chance 
that many of the stocks which have de- 
clined greatly for a long time, will turn 
for the better during the coming year. 

Many letters have been received 
from readers, inquiring as to which 
mutual fund I consider best. There is 
no definite answer to this question, be- 
cause many high-class mutual funds 
are in existence. For instance, one of 
the largest and oldest is the Massachu- 
setts Investors Trust, with assets of 
$476 million, in October. The common 
stocks owned by this company are of 
high quality. 








G MEMO to a Man 
We’re Waiting to Help... 


Maybe he just wants to learn the simple fundamentals of 


investing... 


gram for your situation . 


holdings. 





Maybe he'd like someone to plan a suitable program for his 
particular circumstances, his funds .. . 


Or, maybe he’d like to have somebody pass seasoned judg- 
ment on the securities he already owns—send him an up-to- 
date analysis of his entire portfolio. 


If you are any of these three men, we want you to know that 
here at Merrill Lynch the help you want is yours for the asking. 


We'll be happy to mail a copy of our investment primer 
“Putting Your Money To Work” . 


Or, have our Research Ricceneih prepare a special pro- 
Or send you the most ee report we can on your present 


There’s no charge, remember, no obligation either. 


If you think you may be one of the men we’re waiting to 
help, simply address your letter to my personal attention— 


Watrer A. ScHOLL, Department SD-78 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 105 Cities 


— “Invest —for the better things in life’ teed 
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I am especially 
familiar with the 
Wellington Fund, 
whose assets have 
grown since its be- 
ginning in 1928, to 
$282 million, in 
November. The 
management is 
very able, and is alive to various 
investment opportunities. A study of 
the list of securities owned by the 
company indicates the care in their 
selection. 

The Delaware Fund is likewise man- 
aged by men who have had long ex- 
perience in the investment business. | 
am personally well acquainted with 
them, and have great respect for their 
ability. 

National Securities Series consists of 
different funds, such as “Speculative 
Series,” “Growth Stock Series,” “Bond 
Series,” “Income Series,” etc., so that 
one can have his choice as to the type 
desired. The largest in the group is the 
“Stock Series,” consisting of common 
stocks only, with a value of around $64 
million on October 31 last. The com- 
pany’s affiliate, National Securities & 
Research, publishes an excellent annual 
business and financial forecast. 

Recent reports showed that the mu- 
tual funds have lots of cash on hand, 
and that some of the big closed-end 
investment companies had more cash 
on hand than for years. There is plenty 
of evidence to indicate the care with 
which these companies are being man- 
aged—in contrast to the situation pre- 
vailing in the 1920s. 

It is interesting to note that private 
pension funds total $17 billion, cover- 
ing more than 10,000,000 workers, and 
these funds are growing at the rate of 
$2 billion a year. 

Total private pension funds now 
probably exceed 15,000, the Federal 
Reserve Bank of New York reports. 
Purchases of leading common stocks 
by such funds is probably an impor- 
tant reason for the sustained demand 
for the so-called “blue-chips.” 

I again call attention to a stock fre- 
quently recommended in this column, 
Pacific Finance. It is the fifth-largest 
instalment finance company in the 
United States, and is particularly active 
on the West Coast, where the outlook 
appears good. To offset a possible de- 
cline in the financing of automobile 
sales, the direct consumer loan pro- 
gram was expanded, beginning three 
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YES—FORTUNES ARE MADE KNOWING 
WHEN AND WHAT TO BUY AND SELL 


The most important factor in the life 
of the individual, next to good health, 
must be his financial well being. With 
economic independence, he can develop 
personality, improve his way of life and 
distinguish himself as an individual. 


In the development of personal eco- 
nomic security, we consider the stock 
market of primary importance. It may 
reasonably be looked upon as the short- 
cut to financial success. At least, it 
offers a direct way to affluence. 

The experience of half a century has 
enabled us to work out a scientific for- 
mula for fortune building. Success over 
many years has proved that knowing 
what to buy and when to buy and sell is 
the secret of quick fortune building. It is 
far better to know the time to sell to the 
false optimists and the time to buy from 
the misguided pessimists than it is to be 
familiar with market theories. 

Years of conspicuous success for clients 
has built us pre-eminent recognition for 
our long-term market profits. That is why 
worried investors write from many parts 
of America to get the “Stock Market 
Appraisements” we formerly syndicated 
nationally on financial pages under the 
heading, “ROYSTONE SAYS.” 

Our newspaper followers realized that 
when and what to buy and sell is about 
all one needs to know about the stock 





W. H. ROYSTONE 
INVESTMENT ANALYST 


Who, from devoting many years building fortunes 
for investors, wrote ‘‘America Tomorrow,” called 
“the most far-seeing economic guide for the 
future,’’ sent free to his personal clients with his 
“97 Safety Rules’ for investors and traders. 


of our growth situations we recommend 
for substantial income and rapid growth. 
While we watch for opportunities like we 
now see in the offing, they need instruc- 
tion to protect them from the dangers 
of ill-advised speculation. 


GROWTH FIRST — THEN DIVIDENDS 


One of the most prevalent fallacies 
that distorts the judgment of the average 
investor is the idea he can buy at any 
time and be sure of a profit. He has 
slight knowledge of the economic and 
investment cycles. He knows next to 
nothing about growth values. He does not 
realize the great number of stocks listed 
that are in a natural stagnation. He 
does not know how few are impulsed by 
special advantages such as wfll be the 
case in our growth stocks. 


Thinking realistically, we must agree 
that fortunes are built from small funds 
only through far-sighted specializing, not 
through diversification. A few poor selec- 
tions destroy the gains of years. Funds 
were greatly increased when our clients 
bought a pre-reorganization bond that 
doubled in price at seventy and sold to 
buy an oil stock at seven that went 
through twenty. A recent discovery has 
already advanced 150% and our current 
research should produce even greater 
fortune-building results. 





market. No wonder Wall Street is so 
anxious to keep in contact with our recommendations. 


This demand from everywhere for our reliable guidance on 
when and what to buy forced us to publish our comments in 
inexpensive weekly bulletins. 


To buy and hold long-term growth situations before the public 
recognizes their potential values largely eliminates the hazards 
of speculation. Now, thanks to the discovery made while evalu- 
ating fundamental psychological factors found in the Roystone 
Heavy Industry formula, we are enabled to detect the difference 
between distribution and accumulation, to tell the correct time 
to buy and sell. We follow the fundamentals that make for 
profits. Currently we are preparing for a long bull market in 
natural growth stocks. We are exploring the field to uncover 
the issues that show the greatest fortune-building potentials. 


Without such preparation for the future, the average investor 
never has a profit chance. Instead of building up a fortune in 
a few years, he sees his funds shrink. Unfortunately, investors 
and traders are equally victims of popular sentiment. They buy 
when they should sell and sell when they should buy: To pro- 
tect clients against these errors, we developed our 27 Safety 
Rules for Investors and Traders. 


Today, we realize we have reached a condition in our economy 
that puts too many investments under shrinkage pressure and 
so have no growth futures. Investors should not seek dividends 
at the expense of fortune-building growth values. 


To protect our clients, we continually caution, “It is folly to 
gamble.” We buy values, not the market averages. In order to 
protect clients from getting funds frozen in “stocks having ex- 
cellent past dividend records” we select growth values in their 
infancy. Buying special situations, long-term growth possibilities 
independent of general conditions, makes all the difference be- 
tween failure and fortune-building. 


Naturally, knowing the long trend turning points are essential 
to the investor. Knowing a “bull market” from a “bear market” 
is the one guarantee of security. Waiting and watching for 
growth values has built most of the large fortunes made in Wall 
Street. It would require pages of space to reprint the hundreds 
of letters of gratitude from longstanding clients now in our files. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis 


The only sure fortune-building is done 
through such fund enhancement research. That alone will offset 
inflation. That, and fortune-building requirements, calls for at 
least a fifty per cent fund gain each year. Instead, the great 
majority of investors see their cash values shrink each year. 


Read what the Press Service that 
syndicated his “Comments” said: 


“What ‘Roystone Says .. .” is respected by the best in Wall 
Street, from the small speculator to the largest investment trusts. 

“One thing is certain: Roystone knows the stock market. 
With a truly remarkable record in earlier years, while writing 
for this service he has foreseen all the important market 
changes. 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many good 
Wall Street technicians.” 

We earnestly believe there is a tremendous need for honest 
investment and business guidance. Such assistance can be de- 
rived only from factually appraising future investment oppor- 
tunities in the light of political and social trends. Without such 
guidance, there is small hope for the individual in his quest for 
financial independence. Remember, there are rules for fortune- 
building. 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now, to help you in your personal problems, we have created 
our special protective and instructive Contact Service to re- 
place our newspaper comments. The fee (for 52 weeks) for the 
present, is only twenty-five dollars, or five dollars for advice 
covering the next seven weeks of the current critical period. 

Our five thousand clients realize that when and what to buy 
is the secret of safety and success in fortune-building in Wall 
Street. When you send check for $25.00 be sure to ask for 
“America Tomorrow” and those famous 27 Safety Rules for 
Investors and Traders. W. H. ROYSTONE, Forest Hills 3,. 
Long Island, N. Y. (Instituted 1931.) Midtown consultation 
appointment, $25. 
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FLASH ANNOUNCEMENT! 


941 1954 Register 
of Directors 
and Executives 


Just Coming Off The Press 


@ Gives 21,000 corporate listings of 
nationally known companies. Shows 
titles and duties of all leading officers 
and directors, technical personnel, 
traffic managers, sales managers, 
advertising managers, purchasing 
agents. Also number of employees 
and nature of product manufactured. 








@ Includes complete case histories 
of 80,000 top-flight executives 
throughout the country with their 
home addresses, educational back- 
ground, year and place of birth, 
interlocking connections. 


@ Also includes a breakdown of 203 
classifications of industry . . . a prod- 
ucts index of over 2,500 commodity 
and service items. 





@ All information is kept up-to-date through quarterly cumulative supple- 
ments. The first and only National Directory of Executive Personnel. Begun 
in 1928—revised yearly ever since. Includes a reference privilege in the 
largest Financial Library in the world. This 1954 edition includes over 
245,000 type changes. 


For FREE INSPECTION USE COUPON 
nD 
| STANDARD & POOR'S CORPORATION, 345 Hudson Street, New York 14, N.Y. I 


| Gentlemen: i 
Please send me an examination copy of the important new 1954 Register of ] 
Directors and Executives. 


NAME___ 











a Zone ae A736-172 


Signature................... 


Ee eee eee ae. oe | A Gas: sues cums seus sous a 


STANDARD & POOR’S CORPORATION 


345 Hudson Street, New York 14, N. Y. 
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DON'T RELY ON 


For the Careful Investor 


Educated GUESSES! 


Our Point and Figure Method of forecasting security prices 
has been proved by 30 years’ performance. Its conclu- 
sions are not educated guesses influenced by emotions or 
probabilities. We gauge the market’s pulse scientifically 
—base our forecasts on chart patterns that anticipate 
market moves before they are apparent on the surface. 

Our market letter, mailed every Friday night, goes to 
hundreds of brokers, economists, traders and investors. 


can get a month’s trial subscription now for only $5, 
half the usual price. And it will come to you at a time 
when new forces are forming by which you can profit. 
Send $5 with name and address to— 


OWEN K. TAYLOR, INC. 


Dept. A-!, 274 Pearl Street, New York 38 








CHARTS on any listed stock $3 











. 3 Grex ANNUM 
na 2 /U (Current Rates) 
on Personal Savings, Trust Funds, 


Institutional Funds, Corpqrate Funds 
PAID BY 


INSURED SAVINGS 
ASSOCIATIONS 


Any Amount—$500 to $1 MILLION 
Kk ‘All accounts insured by Federal Agency 
Xk Fully Protected Mail Program 


Ask for our Nation-Wide list— 
Complete information. No Fee. 


NO CHARGE‘FOR OUR SERVICE 

Insured Investment Assoc. 

176'W..Adams St. © Chicago 3, til. 
Financial 6-2117 STate 2-4439 
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years ago, largely through the Midwest, 
As of July 15 last, the company oper- 
ated 196 offices in 19 states. In addi- 
tion, the company now places automo- 
bile insurance through two subsidiaries, 
The company is controlled by Lock- 
heed Aircraft. In the last two years, the 
stock has fluctuated between 25 and 
30. The price, at this writing, is 29%, 
where it yields 6.7% on its $2 dividend, 
Earnings last year were $3.96 per 
share, and for the last five years aver- 
aged $3.52. An extra dividend would 
not be surprising. 

As a speculative investment, I also 
suggest Brandywine Racing Association 
6% bonds, due in 1978, now 83, at 
which price they yield 7%%, with an 
appreciation of 20% if held to maturity. 
The company operates a night harness- 
racing track, just outside of Wilming- 
ton, Delaware, and very close to Phila- 
delphia, Pa. The management consists 
of highly regarded people; two du 
Ponts are members of the board of di- 
rectors. 

I recommend Duke Power to those 
interested in a long-term “growth” 
stock, and who can afford a small yield. 
This company supplies electricity to a 
population exceeding 3,000,000 in 
North and South Carolina, including 
Charlotte, Winston-Salem, Greensboro, 
Spartansburg and Anderson. The com- 
pany stock is 65% privately held. Listed 
on the American Stock Exchange; price 
around 36; dividend $1.60; yield 4.4%. 
Dividend policy has been conservative. 
For 12 months ended June 30 last, 
earnings were $2.86 per share, of 
which only 52% was paid as dividends. 

U. S. Foil owns a controlling inter- 
est in Reynolds Metals, the nation’s 
second largest producer of aluminum. 
For each of its own shares, the com- 
pany owns one share of Reynolds. One 
of the latter’s subsidiaries recently dis- 
covered oil on its property in Texas. 
U. S. Foil “B” stock is now around 40, 
and Reynolds is around 54. Hence, one 
can obtain an interest in Reynolds at 
less than its market price by purchas- 
ing U. S. Foil. The long-range outlook 
for aluminum appears promising. 

For those interested in taking 2 
chance on new ventures, I call atten- 
tion to American Research and Devel- 
opment. The principal activities of the 
company are the investigation and re- 
search with respect to new or existing 
enterprises, processes or products, and 
furnishing capital to or purchasing se- 
curities of other companies so engaged. 
No more than 10% of capital and sur- 
plus will be invested in securities of 
any one company. Present price around 
17%; management is favorably re- 
garded. 

Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 
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BOOKLETS 





Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
80 Fifth Avenue, New York 11, N.Y. 


259. Tue BupcETARY AND FIscAL Pros- 
LEMS OF Our GovERNMENT: A speech by 
Joseph M. Dodge, Director of the U.S. 
Bureau of the Budget. He describes the 
problems inherited by the present admin- 
istration, the means taken to solve the 
problems of expenditure and budget bal- 
ancing and the future possibilities of bal- 
ancing the government expenses. He asks 
for cooperation from the Congress and 
from the people (20 pages). 


260. How to MEET THE Press: Re- 
vised edition of a booklet originally pub- 
lished in 1947 by the New York Central 
System. It is primarily aimed at railroad 
public relations, but the rules laid down 
are applicable to any business which has 
occasion to meet the press (24 pages). 


261. INpusTRIAL HyGIENE FOUNDATION: 
Describes the Industrial Hygiene Founda- 
tion at Mellon Institute. The historical 
background is given and then a thorough 
and interesting description of the type of 
problems, the equipment used to solve 
them, and the contribution the Founda- 
tion is making to American industriai 
health (8 pages). 


262. THe ImporTANCE OF INDUSTRIAL 
MepicaAL DEPARTMENTS AS A MANAGE- 
MENT TooL: Management is beginning to 
realize that industrial medical depart- 
ments not only cut man-hours lost, and 
thus save money, but also build worker 
morale, make for greater efficiency on the 
job. Booklet suggests several plans for the 
small industries which cannot afford to 
maintain a medical department (4 pages). 


2638. DEPRECIATION, DETERIORATION, 
AND OBSOLESCENCE: In a competitive in- 
dustrial climate, businessmen should deal 
with depreciation on a reasoned, analyti- 
cal basis, and the purpose of the booklet 
is to provide concise and useful back- 
ground knowledge which the businessman 
may apply to specific situations (2 pages). 


264. BANKING . . . Topay’s CAREER: 
Statistics to prove that of all business 
careers banking gives a man the best 
earning power. Only the professions ex- 
ceed banking in income. The banker is 
the businessman’s businessman. He must 
know not only banking, but other phases 
of business. He has a fine opportunity to 
specialize in any of the branches of fi- 
nance. Booklet might well be interesting 


to the college man who wants a career in» 


finance (7 pages). 
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STOCKS 


Selected as Most Promising 


For the New Year 


| eaerd Year-end UNITED Service presents to its clients a 
carefully-selected group of well diversified stocks which 
have unusual promise for outstanding performance. Our selec- 
tions for 1954 have been made by the same experienced staff, 
using the same dependable UNITED Opinion method which 
has proved its value over the past 33 years. Included are: 








10 Attractive for Appreciation 


These are potential market leaders — selected from hundreds 
of issues analyzed by our Staff as most promising for appreciation 
in 1954. Prices range from 28 to 108 — yields up to 7.8%. 


5 “New Product” Stocks for Growth 


This selection includes well-established Growth Stocks of 
unusual promise. These are ably-managed, vigorous companies 
with broad fields for further expansion. 


5 Stocks for Liberal Income 


These good quality stocks, with consistent earnings and good 
dividend records, offer you nearly double the income return 
afforded by high grade bonds. Yields up to 7.2%. 


Be sure to read this 20-Stock Report 
before making your plans for 1954 








Yours with Months Trial 
This Special Report, with 20 outstanding stocks for 1954, 5 


and the next 4 weekly UNITED Reports, sent for only. . . 
This introductory offer is open only to new readers. 


UNITED Reports 
are backed by 33 | 





years’ experience PP... wee kaka eseatae tebe edness 


counselling investors. 


They are used by more Di i, ce ud Seneca on, Sa 


investors than any 
other advisory service. 


ACT NOW! “i | UNITED BUSINESS SERVICE 


coupon with only $1.| 


| 210 NEWBURY STREET 


BOSTON 16, MASS. 





TWO STOCKS RISE OVER 
140% IN SINGLE MONTH 


That’s right—a 140% plus price increase in ONE 
month—that’s the record of two fast-growing un- 
listed securities highlighted in the current issue of 
OVER-THE-COUNTER SECURITIES RE- 
VIEW. You'll also read about six other stocks 
with monthly price rises of 40% or better and 
comprehensive closeup of NEW ENGLAND 
UTILITIES. Other sections on earnings, divi- 
dends, new products, new processes, new facilities, 
mergers, Canadians, new issues oil and gas com- 
panies, opinion and forecast. Also Free Literature 
Service for obtaining top-flight broker “special 
situation” reports. TODAY, SEND YOUR $4.50 
for FULL YEAR’S SUBSCRIPTION to this 
pocket-size monthly magazine. Without extra 
charge, you'll also receive a copy of our DIVI- 
DEND CHAMPIONS booklet. 


Send your $4.50 to 
OVER-THE-COUNTER SECURITIES REVIEW 


Department 1H, Jenkintown, Pa. 











LOW PRICE 


URANIUM 
OIL 
DIVERSIFICATION 
Only $1 brings these reports: 
1. $8 Uranium Stock 
2. $6% Oil Stock 
3. 2 for Diversification 
(One at $15 and one at 
$244) 
4 issues of the weekly letter 
(New Subscribers Only) 
Send $1 Today 


INVESTORS’ GUIDE 
TO LOW-PRICED STOCKS, vept. a4 


333 N. Michigan, Chicago 1, Illinois 
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BEST VALUE IN YEARS! 


Get ready NOW for ’54—a year of 


great change. Today’s stock 
favorites may be tomorrow’s cast- 
offs. Be advised by experts—send 
for Babson’s 1954 Forecast. Worth 
many times its cost—may save 
you hundreds of doliars. Use it as 
your guide for better investing for 
54. Has valuable investment 
facts and business information 
including the following: 


© Outlook for Stock Market 

®@ 20 Stocks for APPRECIATION 

@ 20 Stocks for INCOME 

@ 20 Stocks to SELL NOW 

® 10 Low-priced Speculations 

® 10 Bank and Insurance Stocks 

® Forecast for 32 Industries 

® 10 Beneficiaries of Teeming 
“Kid” Crop 

© Best Bond Buys Today 


@ With Forecast, you will get FREE 
a typical $20,000 Babson Invest- 
ment Portfolio 


SUPPLY LIMITED — ORDER NOW! 
AVAILABLE AT COST—ONLY $1 


To acquaint investors with 
Babson’s Reports, the country’s 
oldest Investment Advisory Serv- 
ice, we are offering the 1954 
Forecast for $1—to cover cost of 
printing and mailing. Demand 
will be heavy—so play safe and 
mail $1 with this ad TODAY! 





If you reply to this 
ad NOW, We will in- 
clude without extra 
cost a timely Bulletin 
on:—“Civilian Defense 
Boom and Your 
Stocks”, “Death of 
Excess Profits Tax and 
Your Stocks”, but you 
must act now. 


MAIL $1 WITH THIS AD— TODAY! 
Write Dept. F-135 


i weteney REPORTS 








Wellesley Hills 82, Mass. 











GRAIN GRAPHIC 


SET OF UP-TO-DATE DAILY CHARTS ON 
PRINCIPAL CURRENT GRAIN OPTIONS 


Introductory price $1 
THE GOLDEN HARVEST 
Method for Trading in Commodities 
Details upon request 


MARKET INSTITUTE 
8029 Farehelm Dr., Los Angeles 46, Calif. 
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Time to buy high yield stocks 


APPROXIMATELY 40% of all the common 
stocks listed and traded on NYSE of- 
fer an income return, based on 19538 
dividend declarations, of 64% or more. 
It happens that 64% is just about the 
dividing line between “a good yield” 
and what most people think of as “a 
dangerously high return.” 

Will 40% of the common stocks 
traded on NYSE cut or pass their divi- 
dends in 1954? I don’t think so! Rather, 
it is my considered opinion that there 
are many high-yield stocks which are 
outstandingly attractive, not only for 
return but also for capital gains. 

The “spread” between high-yield 
issues, and growth stocks and equities 
of institutional grade has become too 
wide; and inevitably it must narrow. 
Since the supply of shares constantly 
is shrinking, I don’t see the good 
growth issues and institutional grade 
stocks coming down much in price— 
so perhaps high yield issues must rise. 

But that’s only part of the story. 
Dividend income is getting more at- 
tractive to the investor: (1) Personal 
taxes automatically drop about 10% this 
January 1 (for people in most brack- 
ets); (2) there is at least an even 
chance that this session of Congress will 
make a “gesture” against double taxa- 
tion of dividend; (3) as bond yields 
decline, stock yields ought to drop at 
least as much; and (4) many high- 
yield dividends are much better pro- 
tected than either the individual in- 
vestor or the average professional an- 
alyst realizes. 

Certainly, you can’t contend that 
there is much overoptimism or price in- 
flation in a market (1) where 40% of 
the common stocks offer a 64% return, 
(2) where speculation has been so slow 
that 75% of all the shares outstanding 
have not changed hands for the last 
two years, (3) where there is so high 
a premium on quality and so high a 
discount on any risk, and (4) where 
the individual investor has been wait- 
ing for over two years for “an accident 
to happen.” 

Let’s examine, very briefly, a few of 
these high-yield stocks. Let’s look at a 
few of the obvious things about them, 
remembering that they have been out 
of favor for a long time and that much 
of the general prejudice against them, 
and against the very idea of a high re- 
turn, may not be justified. 

Allied Stores, paying $3 since 1946, 
at 39 offers a return of 7.7%. It is esti- 
mated that the company will earn 
$5.25 this fiscal year. It has earned 
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more than $3 a 
share in every year 
since 1942. The 72 
retail stores have 
an almost nation- 
wide distribution 
of geographical 
risks. The stock 
has a good chart, 
the issue having met support at 35 
or higher at all times in each one of 
the last three years. 

Atchison, Topeka & Santa Fe is one 
of the largest, best maintained, least 
mortgaged and best managed railroads 
in the United States. In addition, the 
company owns petroleum and other 
mineral resources of great potential 
value. Santa Fe has no bond maturities, 
other than equipments, till 1996; and a 
voluntary sinking fund will pay off the 
entire present debt at maturity or ear- 
lier. The road has no unusual cash re- 
quirements and can afford to be liberal 
with shareowners. Out of earnings esti- 
mated at $18.50 a share in 1953, divi- 
dends totaling $7 a share were de- 
clared. On the basis of this, the com- 
mon offers a return of 74% at 95. The 
road has not earned less than $8.50 a 
share in any year since 1946. This 
definiteiy is an issue of “institutional” 
quality, offering a high return just be- 
cause it is a rail. 

Borg-Warner, including the year-end 
extra, has not declared less than $5 a 
share in any year since 1948, when it 
paid $4.50. Earnings in 1953 were 
around $10 a share, and for the last 
seven years have averaged $10.30 a 
share, never dropping below $8.84. 
The company has no debt and & of lc 
profit on each dollar of sales will more 
than cover the preferred dividend. Per- 
haps 1954 won’t be as good an auto- 
mobile year as 1953, but it certainly 
should be as good as 1947, 1948 or 
1950, in each of which years the 
$5 dividend was earned at least twice. 
Furthermore, the company was in the 
EPT brackets last year and could stand 
a drop of perhaps 20% in pretax net 
before net after taxes this year would 
decline at all. At 74, assuming a $5 
dividend, the return is 6%%. 

Chesapeake & Ohio, which earned 
about $6 a share in 1953 and pays $3, 
sells around 34, to offer a return of 
8.8%. The road constantly is handling 
a higher percentage of general mer- 
chandise and a lower percentage of 
coal. It owns 800,000 shares of New 
York Central. 

Detroit Steel Products is a fabri- 
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cator of steel window frames (has a 
new one for room air conditioners), 
factory sash, steel doors and panels, 
leaf springs for vehicles and other hard- 
ware, doing a business of $35 million 
or $40 million a year. It will show 
about $3.50 a share for 1953, against 
an indicated $2 dividend affording a 
return of 9% at 22. This appears to be 
a coming company which should bene- 
fit from the end of premium steel 
prices. I like this stock as a special 
situation. 

Interchemical is not just a printing 
ink company but a maker of all kinds 
of industrial and other coatings. Over- 
all profit margins are improving since 
sale of the oilcloth and sanitas divi- 
sions. Earning $3.50 a share or so in 
1953, the company declared $2 in divi- 
dends (including 40c extra). At around 
25, the stock yields about 8%. The 
stock has been in a gentle uptrend 
since making a firm base in 1952 in 
the 18-20 range. It has paid $2 in 
every year since 1949. Here is a com- 
pany which appears to have been in- 
vigorated in the last two years. 

Pullman Inc. at around 40, if the $1 
extra recently declared is included as 
a part of the regular rate, pays $4 to 
return 10%, If the dividend is only $3 
in the next 12 months, the return still 
would be 74%. Net in 1953 is officially 
estimated at about $5 a share with the 
company in the 66% tax bracket. Of 
1953 earnings, the railroad equipment 
division contributed about 40%, the 
Kellogg (machinery and engineering) 
division 40%, and the Trailmobile divi- 
sion about 20%. For 1954, Kellogg (im- 
portant atomic flavor) outlook is good, 
the Trailmobile outlook is excellent and 
the railroad equipment prospect is un- 
certain. I have had a prejudice against 
this stock for years, but recently my 
attitude (and that of many other ana- 
lysts) has become much more friendly 
~chiefly because of the growing im- 
portance of Kellogg. 

Seaboard Airline Railroad may go on 
a $4 dividend basis some time in 1954, 
in which event the common at 42 
would offer a return of 94%. Assuming 
no increase in the present $3.20 divi- 
dend, the yield is 7.6%. Earnings for 
1953 before special funds were around 
$9 a share, and even with quite a drop 
in traffic, 1954 net could be $7 or $8 
a share. Here is a thoroughly rebuilt 
and now conservatively financed, pro- 
gressive railroad serving a growth terri- 
tory. Common dividends have been in- 
creased each year since initiated in 

* 1948. 

U. S. Pipe & Foundry at around 36, 
paying $3, returns 8.3% on a dividend, 
which apparently was earned more 
than twice last year ($5.53 a share in 
the first nine months). Backlog is lower 

(CoNTINUED ON PAGE 135) 
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‘STEEL STOCKS 


and the No. 1 Growth Industry of the Next Decade 


cm, steel operating rate is down. For reasons stated in the timely edition of 
Value Line Ratings & Reports on Steel stocks we forecast a further drop in 
the operating rate by mid-1954. Disguised price cutting through freight absorption 
and elimination of premium prices on conversion steel are going to hit pre-tax 
earnings hard. On the other hand, obsolete facilities can be placed on a standby 
basis thus lowering unit costs, maintenance charges can be cut, and lapse of E.P.T. 
will cushion the fall in pre-tax income of individual companies. As in all security 
analysis, the problem goes beyond merely listing the pros and cons. These must 
be evaluated in terms of their net effect on the per share earnings and dividends 
of each stock. Then the normal price of the stock must be determined on the basis 
of forecast earnings and dividends. This is the spade work analysis done for you 
on 20 Steel and 20 Electrical Equipment stocks in this 48-page edition of Value Line 
Ratings & Reports. 

The Electrical Equipment industry we regard as the Number One growth industry 
of the next decade. But prudent investors will wish to consider the extent to which 
leading stocks in the Electrical Equipment industry already discount the improve- 
ment in sight over the long term and the extent to which they fail to discount some 
of the more immediate adversities that must be faced in 1954. 


SPECIAL: The 48-page Value Line Ratings & Reports on Steel and Electrical 
Equipment stocks will be sent to you at once at no extra charge with this special 
offer. It covers 40 leading Steel and Electrical Equipment stocks including: 
Allegheny-Ludium Jones &Laughlin Philco Sylvania Electric 

Armco Steel Steel Radio Corp. U. S. Steel 

Bethlehem Steel Maytag Co. Republic Steel Westinghouse Electric 
General Electric McGraw Electric Sharon Steel Youngstown Sheet & Tube 
International Tel. National Steel Stromberg-Carlson Zenith Radio 
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Also See This Up-to-date Summary on 613 Major Stocks 


In response to requests from many investors, the years 1956-58. It may prove timely right 
the Value Line is releasing a complete summary now to check your holdings against this unique 
of specific recommendations on all 613 leading Summary and to profit from the tax savings 
stocks under year ’round supervision with esti- available to you through advantageous year-end 
mates of the yield at current price during the tax switches. This Summary will be sent at 








next 12 months, and potential appreciation to no extra charge under this introductory offer. 


SPECIAL $5.00 INTRODUCTORY OFFER 


(New subscribers only.) Receive 4 weekly editions of Ratings & Reports covering 190 
stocks im 14 industries, a Special Situations Recommendation, a Supervised Account 


Report, 2 Fortnightly Commentaries and 4 weekly Supplements. (Annual Subscription 
$120.) 


Plus the Summary of Recommendations on 613 Major Stocks and the 48-Page Steel 
and Electrical Stock Issue at No Extra Charge. 








Address 


Send $5 to Dept. FB-12 


The VALUE LINE Investment Survey 


Published by ARNOLD BERNHARD & CO., Inc. 


The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 














JOHN MORRELL & CO. 
DIVIDEND NO. 98 


A dividend of Twelve 
and One-Half Cents 
($0.125) per share on 
the capital stock of 
John Morrell & Co. 
will be paid Jan. 29, 1954, to stock- 
holders of record Jan. 8, 1954, as 
shown on the books of the Company. 


Ottumwa, lowa George A. Morrell, V.P. & Treas. 


BNNING WE SENG PRESSURE 


‘orces contro 


Send $1 for latest Report F 
covering present situation 


LOWRY’S REPORTS, Inc. 


Established 1938 
250 PARK AVE., NEW YORK 17, N. Y. 
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YOUR 1954 


MARKET GUIDE 


You can PROFIT from reading JUSTIN 

BARBOUR’S practical guide to a suc- 

cessful 1954 Investment Program, based 

on 25 years of experience that has paid 
out. Important points covered are: 

(1) The Outlook for the Stock Market. Its 
points of strength and vulnerability. What 
to expect of the Dow-Jones Industrial and 
Rail Averages, based on 57 years of mar- 
ket history. 

(2) biaieien. and Stocks with 1954 attrac- 
tion, and those that lack it. 

(3) How to secure the best results in 1954. 

(4) A list of stocks recently recommended for 


purchase. 
(5) The Outlook for 1954 Business. 
How $29,080 Grew to $116,320 
in 12 Years 
The ideas we express in our weekly bul- 
letin are put into practice in the invest- 
ment management phase of our business. 
So that you can see the PRACTICAL 
(not theoretical) VALUE of our bulletins, 
we will send you the actual 12 year record 
of one of the accounts we manage. 
This record shows its year-end value for 
each of the past 12 years, the total income 
received each year, ALL PURCHASES 
AND SALES made in 1953, and its pres- 
ent portfolio. This account, including in- 
come, is now worth 4 times its original 
value. You will want to compare your 
results with this fund’s record. 
SEND IN $1 TODAY 

To receive your 1954 MARKET GUIDE 
and the 12 YEAR RECORD, just attach 
$1 to this ad, and mail to 

Investment 


BARBOUR’S scmcerin. 


105 W. Adams St. (Dept. F) Chicago 3, Ill. 




















There's PROFIT “ ee 


Get the only weekly 
four-page comprehensive 
analysis of all grain market 
factors, specific buy/sell 
advices, stop-loss points, 
.and full-scale charts with 
their technical meanings. 


New booklet of success- 


ful grain traders’ rules given AYO) b 433 ANS 


to all new subscribers. 


Send now. Just $20 a quarter. Trial sub. 
scription, plus trading rules, only $2 


The Robert Moody Grain Analysis 


BOX 599 LA JOLLA, CALIFORNIA 

















STOCK MARKET 
SUCCESS STORY 


After 24 years of hard knocks and study, the 
author learned the secret of “beating” the 
market—without taking needless risks. She 
made a fortune in stocks, has never aver- 
aged less than 35% per year! The most 
important financial lesson in your life— 
written in delightful, non-technical style. 
“BUY LOW—SELL 


STOCKFAX, 


HIGH.” Postpaid $2. 


420 NORTH SYCAMORE 





LOS ANGELES 36, CALIF. 








P—“YEAR IN ADVANCE FORECAST ——; 
WITH "TREND CHART" FOR ALL 


— STOCKS and GRAIN 
JAMES MARS LANGHAM 
(is now ready) 

Have been issued continuously since 1932 EXACT 
COPY of 1953 CHART (issued Dec. 1952) showing 
es verified, FREE ON REQUEST, with terms for 

_ JAMES MARS LANGHAM 

BOX 785, SANTA MONICA, CALIF. 











STOCK ANALYSIS 





Resolutions for the new year 


Most OF THE good intentions we pro- 
claim on New Year’s Eve are aimed at 
the correction of errors and mistakes 
which we have made in the past year. 
Fortunately, the field’ I cover in this 
column is a limited one—investments— 
and I don’t have to concern myself with 
all the other problems and sins that we 
hope to avoid in 1954. 

I wonder how many of the six mil- 
lion people in this country who are 
supposed to own common stocks have 
included investments among their New 
Year’s resolutions. It is a materialistic 
thought, it’s only money, as the saying 
goes, but when you realize how much 
time and effort and ingenuity is being 
spent on earning the money, you can- 
not help being puzzled by the non- 
chalant way in which this hard-earned 
money is being invested. 

I am not referring to outright gam- 
bles in penny stocks of some sort which 
are no better nor worse than a ticket 
in the sweepstakes or a bet on a horse. 
I mean serious investing with the in- 
tention of preserving your capital, mak- 
ing it grow and produce a return. Un- 
less you are in the investment business 
yourself you don’t know how casually 
some people buy stocks, how often 
they follow tips of a barber, elevator 
man or board room habitué. Obvi- 
ously, this is not the right way to invest 
your savings. 

Yet, while I urge care and prudent 
conservatism in the selection of invest- 
ment securities, the investor should not 
only look at a company’s past record, 
but also try to appraise the future. An 
example may show best what I mean. 
Suppose someone inherited $10,000 
back in 1938 and his banker (or bro- 
ker) recommended to put this money 


by HEINZ H. BIEL 


into three highly 
regarded common 
stocks which had 
paid dividends 
regularly for many 
years and never 
showed a loss. y 

Since we usually 

buy at the highs rather than at the 
lows, let us assume that he acquired 
the three conservative “blue chips” 
listed in Table I below at the peak 
prices of 1938. 

Today, fifteen years later, these three 
fine companies are as big and as strong 
as ever, the leaders in their respective 
fields. They have continued to eam 
profits year after year and the investor 
received his quarterly dividend checks 
regularly without interruption, at the 
rate of better than 5% a year. Wool- 
worth now is paying a little more 
($2.50), American Telephone is always 
paying the same $9, but American To- 
bacco was squeezed by inflation and 
price controls and had to cut the divi- 
dend rate to $4. Thus the 1953 income 
was reduced to $505 which would not 
be too bad if inflation had not cut the 
money's buying power virtually in half 
in the meantime. Equally serious is the 
fact that the market value of the in- 
vestment has shrunk from an original 
$10,000 to about $8,500 at present. 

Now let us assume our hypothetical 
investor had been advised by a more 
enlightened counsel and had _ bought 
the three stocks listed in Table II in- 
stead. 

Many investors might have balked at 
this recommendation, not because of 
quality, which was as high in 1938 as 
it is today, but because the 2.8% yield 
was so much less than the 5.4% avail- 








TABLE I 
1938 1938 Annual _—Dividends 
High Cost Dividend income _— Paid Since 
22 shares American Telephone ... 150% $3,305 $9.00 $198 1881 
88 shares American Tobacco ..... 88% 3,354 5.00 190 1905 
62 shares F. W. Woolworth...... 53% 3,333 2.40 149 1912 
$9,992 $537 
TABLE II 
1938 1938 Annual Dividends 
High® Cost Dividend* income Paid Since 
86 shares du Pont de Nemours... 38% $3,333 $ 81 $ 70 1904 
166 shares Sears, Roebuck ........ 3,320 .75 124 19385 
127 shares Standard Oil (N.J.) .... 26% 3,334 .70 89 1882 
$9,987 $283 


* Adjusted for stock splits. 
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CANADIAN 
__URANIUM 


Special Report on Fabulous 
iver Area (Algoma) urani- 
um ey bare 


Plus Report on a 


CANADIAN CHEMICAL 
A growth stock with an American 
subsidiary. Stock now less than $2. 


Plus 


SPECIAL SITUATION STOCK 
(Report on unusual opportunity) 


Send $1 now for these reports 
and 4 issues of the Canadian 
Stock Letter. Ask for Dept. B-5. 


THE CANADIAN STOCK 
LETTER 710 S. Federal 


Chicago 5, Illinois 




















NO PEACE!! 


Danger mounts as a new threat appears. A new 
and secret Seviet master plan for world domi- 
nation. 

What's the secret behind Beria’s exit, French 
indecision, Britain’s feverish work on guided 
missils. 

A GIANT SPECTER now stands behind Euro- 
pean statesmen. The shadow of a new and dia- 
bolical plan. No phony peace but a Machia- 
vellian dual-faced offensive to destroy Ameri- 
can plans for peace at their zenith. 

This possibility may have far-reaching conse- 
quences on world economy. It may mean long 
continued years of cold war, more armaments, 
more inflation. It may be the decisive factor 
over all decisions. 

Basic Analysis reports on world trends antici- 
pated the Korean climax. Forecast Stalin’s suc- 
cessors, the Soviet peace offensive the Presi- 
dential election, and other major issues. 


Send for “NEW MENACE TO PEACE.” 


PRICE $3.00 
THIS NEW THREAT BEHIND THE VEIL OF 
DIPLOMACY IS VITAL KNOWLEDGE wy EVERY 
NATIONAL EXECUTIVE AND EVERY INVESTOR. 
Special Offer. See our ad on page 34 “NEW 
MENACE TO PEACE,” “THE FUTURE OF 
GOLD?” “WHAT’S AHEAD FOR 1954?” 
All three reports. PRICE $5.00 


C. F. M. WILLIAMS 
36 West 40th Street, New York 





NEW YORK LONDON 














RIDE TO A PROFIT 


IN WHEAT FUTURES 


Take guesswork out of your 
trading. Use ACTION LINE! 


ACTION LINE advises you on wheat 
futures yates on a purely scientific basis 
. not human judgment! %\CTION LINE 
always puts you on the right side of any 
long movement, up or down. Advices - 
ACTION LINE subscribers the past 1 
months show a net profit of 42}%c per on 


SEND FOR COMPLETE INFORMATION 


J. W. GOLDSBURY CO. 


811 MARQUETTE AVENUE 
MINNEAPOLIS 2, MINNESOTA 














able on the other list. But see what has 
happened since 1938: All three stocks 
have been split; the 1953 income to- 
taled $1,355, an increase uf 380% over 
1938, for a yield of 184% on cost; and 
the market value now exceeds $28,000! 

Each of the six companies in these 
two brief lists is the largest in its in- 
dustry and their shares are among the 
80 selected issues included in the Dow- 
Jones industrial stock average. Far 
more striking examples of divergent 
performances could have been chosen, 
of course, from a broader selection, but 
it is significant how easy it is to make 
the wrong choice even from a very 
limited group of the most prominent 
stocks. 

I am not sure that even the best in- 
formed investment counsel would have 
picked the winners only, but we can 
and should learn from the errors and 
omissions of the past. Evidently it is 
not enough just to buy “good” stocks. 
Conditions which affect the prospects 
of a business are in constant flux, and 
the margin of likely error in forecasting 
the future increases the farther we try 
to look ahead. Hence, regular super- 
vision and review by a competent an- 
alyst are essential. 

A further lesson to be learned from 
this example is that a glorious past does 
not compensate for a mediocre outlook. 
We live in an economy that is basically 
inflationary, an economy where stabil- 
ity is apt to mean stagnation. Only a 
dynamic business can overcome the 
detriment of high taxes and inflation. 

Which three stocks would I select 
now for investment for the next fifteen 
years? If I limit myself to the thirty 
stocks in the Dow-Jones industrial av- 
erage (which by now is full of dead 
wood and former greats) my advice 
would be Union Carbide, Westing- 
house Electric and Standard Oil of 
California, but it might as well be 
du Pont, General Electric and Standard 
Oil (N.J.). We shall compare the re- 
sults in 1968. Meanwhile, a Happy 
New Year to all. 

Advance release by air mail of this regular 


article will be sent to interested readers 
on the day of its writing. Rates on request. 
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Market advice on low-price, 
quality, and Canadian stocks. 


Specific buy-sell advice weekly. 
Send for free Growth Stock 
Report and 2 weeks FREE trial. 
New inquiries only. 


MARKET DIRECTION, INC. 

Competent Advice Over the Years 

Box 25 712 S. Federal 
Chicago 5, Illinois 














HUGE PROFITS 
in SOYBEANS 


Experience the THR of your LIFE, 
trating in CHICAGO SOYBEANS! 
ae gh 1939: When Hitler’s eo 
ping troops invaded POL 

orld War 2, we advised buying soy- 
beans, then 12¢ bu.—predicted $2. They 
went to $2. 


SPRING, 1950: We advised buyin 
beans, then $2.40. Predicted $3.40. ofits 
taken at $3.40, high $3.42, then govern- 
ment ceiling $3.33. We advised selling 
July short at $3.33 ceiling; big profits 
taken on sharp decline later. 

MAY 24, 1952 letter: JULY beans then 
$3.00. We predicted $3.33 ceiling. They 
went to $3.33 ceiling. 


OocT. 1953 LETTER: “SOYBEANS 
ARE ONLY GRAIN NOT IN HEAVY 
OVER-SUPPLY THIS SEASON, COULD 


THAN L 
BINED.—LONG JULY AT 2. ee 
$2.57. BUY MORE AT $2. 


a 934% next 
day! What's NEXT! PLEN' of AC- 
—_— MORE PROFIT POSSIBILI- 


Subscribers Wrote Us 


“Have taken over $100,000 profit out of 
commodity trades the past 2 years be- 
cause of YOUR service.”—KANSAS. 


“Made about $26,000 on a | aoe of 
about $5,000 to begin with.” P< 


“More than doubled my = ee in com- 
modities following your advice, since 
latter part of August to early Decem- 
ber.” —TEXAS. 


“Following your market advices, made 
some big money.—Through profits from 
your advice, have just purchased an- 
other 160-acre ranch."— "CALIFORNIA. 


DO YOU REALLY WANT TO MAKE 


BIG PROFITS 


IN STOCKS and COMMODITIES? 
IT’S EASY—with OUR DEFINITE advices! 
GILLETTE—bought in 1942 on our advices at $1.56 
per share—cash dividends paid since $16.75 per 
share—‘‘GS”’ now $48.50—each $1.5@ share tumed 
into $65.25! 

WHEELING STEEL—bought in 1949 on our Pt 
vices at $13 per = dividends paid since 
$12.75 per share—‘WHX” now $33—each $13 share 
turned into $45.75! 
KIMBERLY nama in 1949 on our a 
at $18 per share—cash dividends paid since “Siete 10 
per share—‘“KMB” NOW $48.75—each $18 share 
turned into $58.85! 
WORTHINGTON—bought in 1949 on our advices at 
$14 per share—cash dividends paid since $11.25 per 
share—‘“WTH’’ now $29.00—each $14 share turned 
into $40.25! 
a Bg gg Pre in 1949 on our advices 
$37. per share—cash dividends paid since 
$23. 50— rosy" now $81.25—each $37.75 share turned 
into $104.75 
GooD RICH_—bought in 1949 on our advices at $23.75 
per share—cash dividends paid since $10. ban 
now $77.50—each $22.75 share turned into $88.49 
COMMODITIES: eo 1953 COTTON sold aut 
at 33.80, covered at 32.60.—WHEAT shorted as high 
- $2.41, covered at $1.90%.—CORN and OATS, 
rofits on both sides.—SOYBEANS: SEE TOP OF 
THIS AD. ABOVE. 
OUR SERVICE began Feb. 1, 1928, om 25 years eld 
under same management. Our TUESDA Y«& FRIDAY 
letters give DEFINITE buying-selling advices on 
WHEAT, SOYBEANS, CORN, OATS, COTTON, 
STOCKS. Our aim: Make big profits in ‘COMMODI- 
es ‘salt-away’’ profits in good, sound, promising 
stocks 
GET QUICK our latest list of 7 far-above-average 
stocks that should double or triple present levels. 
SPECIAL “GET ACQUAINTED” OFFER 
OUR NEXT 5 MARKET LETTERS, oane, Tuesdays 
and Fridays, each letter covering ALL 5 markets 
mentioned above—VIA AIRMAIL, ONLY $1. ONE 
trade could make you 100 times that! IMMEDIATE 
acceptance. Use form below—NOW! 


MARKET ADVISORY BUREAU 


Dept. FM, P. 0. Box 2106, Atlanta |, Ga. 
Send EVERYTHING mentioned above, via airmail. 
Enclosed $1 in full payment. 





OR iss 66 0x08 60's dou cide wa civinussatiowesunextaa 








January 1, 1954 
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EARNINGS © 
IN 1954 


For These 78 Stocks? 


The Excess Profits Tax ends Dec. 31. 
This means a BIG LIFT in the EARN- 
INGS of scores of companies whose 
combined EPT payments this year will 
run well over 1% BILLION dollars. 
Don’t miss FINANCIAL WORLD’S im- 
portant list of 78 Stocks to Benefit by 
EPT End—-sent Free to new subscribers. 


1,970 STOCK REPORTS 
WITH $2 TRIAL OFFER 


If you return “ad” with $2, you will 
receive “EPT End Dec. 31 Points to 
Bigger Earnings In 1954 For These 78 
Stocks”, in addition to next five weekly 
copies of FINANCIAL WORLD and our 
valuable 64-page “INDEPENDENT AP- 
PRAISALS of Listed Stocks”. Besides 
condensed reports on 1,970 stocks, this 
monthly pocket stock guide gives our 
RATING on EACH STOCK so you can 
reach wiser decisions as to new pur- 
chases and whether to dispose of any 
stocks you now own. 


Order $2 Trial Now and we will also 
send you the Remarkable Record of “98 
STOCKS THAT NEVER HAD A DEFICIT” 
and Never Missed a Dividend in 25 to 101 
Years; also “33 Cash-Rich Stocks — High 
Yields and Low Prices” . . . Or, return “ad” 
with $20 for yearly subscription ($11 for six 
months)—or ask us to bill you for complete 
4-PART Investment Service, including 1953- 
Revised $5 “STOCK FACTOGRAPH” Man- 
ual, 39th Edition, now off the press. 


FINANCIAL WORLD 


51 Years of Service to Investors 
86-FB Trinity Place, New York 6, N. Y. 








THE FUNDS 





$100,000 press 


On January 1, 1954, public relations 
enters the fund industry. Slow-starting 
—1954 budget is $100,000-—the pro- 
gram is limited to “basic public 
informational and educational work 
with the press, financial editors, pub- 
lishers, educators, columnists, news 
commentators, librarians, trust officers, 
colleges and others.” 

Actually, the funds get good press 
notices. But the ultra-sensitive indus- 
try is almost fanatical in its determi- 
nation to ward off any and all remarks 
that can be construed as criticism. 
Nothing throws them into a frenzy like 
comparisons—even of one fund with 
another. That is considered “criticism” 
because some do not show up as well 
as others. 

Recalls genial N.A.I.C. executive sec- 
retary John Sheffrey: “We used to pub- 
lish statistics on funds, grouped them 
in three categories—common, balanced 
and bond & specialty. We had to stop 
that a year ago. Reporters used to pick 
up our reports and compare the groups 
on various points. They'd show one 
better than another. Then we'd get it. 
We'd hear such things as ‘we only have 
5% in bonds, they have 15%, so you 
can’t group us with others.’ We were 
glad to get out of that.” 

The material released by the funds 
themselves is either a repetition of ev- 
erything good ever said about a fund 
—or just plain dull. The reason, fund 
men claim, is strict regulation. For in- 











research department. 


* % Nine Industries Which Quali 


“Here is a Positive Investment 
Program for the Years 1954-1958” 


The above is the title of a 12-page study recently prepared by our 

: It describes the four costly yet common 
mistakes made by investors—tells how to overcome them by means 
of a concrete plan of action geared to the probable trend of stock 
prices during the next four years. 
to multiply invested capital at least Two-Fold by the year 1958. 


Among the subjects discussed: 

% Outlook for the Stock Market During the Years 1954-1958 

* Supply vs. Demand for Common Stocks 

* Long Range Significance of Recent Money-Credit Developments 

* The Hydrogen Bomb and Deficit Financing 

for Investment Today 

* 17 Stocks Yielding up to 10%, which are sharply undervalued and qualify 
under the rigid program requirements 


These 12 pages may alter your entire Investment Philosophy—for the better. So clip 


The objective of the plan is 








a dollar bill, (or check) to this ad, and mail today. You will receive the study men- 
tioned above via return airmail. Also, PLUS a 5-week introductory Subscription to 
our complete investment service—all for just one dollar. 


SEND JUST $1 for Report F-54 


INVESTORS RESEARCH COMPANY Santa Barbara, California 
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stance, 15 states have laws preventing 
portfolio changes from being released 
more often than quarterly and then 
there must be no implication that such 
security buying or selling may con- 
tinue. But there is no requirement that 
such reports be released a month or 
so late. 

For more than five years various in- 
dustry bigwigs have tried to get to- 
gether on a public relations program. 
In 1947 the Mutual Fund Institute 
was started; not well backed, it soon 
fell apart. Difficulty was the prima 
donnas’ refusal to recognize one an- 
other’s existence—except in battle. Fi- 
nally last summer Boston Fund presi- 
dent Henry Vance decided “free drinks 
and free lunches would pull the boys 
together to look for an area on which 
they could agree.” This was no easy 
job since (1) many wanted to put on a 
big scale advertising campaign similar 
to that of life insurance companies and 
(2) rivalry between the “Boston” and 
“New York” groups is worse than be- 
tween the Marines and Navy. The first 
impasse was removed through explana- 
tion. As Vance put it, “There was a lack 
of understanding as to what we could 
and could not do. For one thing under- 
writers were restricted to tombstone 
ads.” The second obstacle was removed 
when a five-man committee was ap- 
pointed—two from Boston (Vance and 
Keystone Custodian president Sholley), 
two from New York (Dividend Shares 
president Hugh Bullock and Affiliated 
president Harry Prankard), and a fifth 
member from Philadelphia (Welling- 
ton’s executive vice president Joseph E. 
Welch). Committee’s purpose: to can- 
vass the industry to see if a PR pro- 
gram was desirable and (2) to figure 
out a way to finance the plan within 
the National Association of Investment 
Companies. N.A.I.C. deals almost en- 
tirely with fund legal and tax work; 
the new program will come under it 
to some extent. 

Last fall Vance’s committee reported 
back that the program was desirable 
and easily financed. The go-ahead sig- 
nal depended upon 70% of the funds 
(109 open-end, 31 closed-end) agree- 
ing to put up the cash (50% from funds, 
50% from underwriters). On the 70% 
basis rates would be $16.50 per mil- 
lion of June 30, 1953 assets for open- 
enders, $8.25 per million assets for 
closed-enders and $93.50 per million of 
June 30 twelve month sales for the 
open-end underwriters. Should every- 
body come in, the rates would be 
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knocked down to $11.60 for open- 
enders, $5.80 for closed and $65.50 
for underwriters. By mid-December 
95% of mutuals (based on assets) and 
almost 85% of closed-end (assets) had 
said “Yes.” Thus, present rates would 
be between the two. Says Vance: “There 
is no major mutual not already signed 
up.” Big surprise was the number of 
closed-end funds who like the idea. 
Even the most optimistic industrymen 
figured they would obtain little from 
such a program. “But,” surmises one, 
“the mutuals are growing fast—the 
closed-end companies could easily turn 
into mutuals.” 

Now a policy committee of seven 
(three representing issuers, three repre- 
senting underwriters and one a senior 
industry executive) is to be elected. 
Whoever heads the program will have 
the toughest job the industry could de- 
vise. Difficulty is industry vulnerability. 
Young and cocky, the funds claim near- 
infallibility. Grounds: groups of profes- 
sional financiers picking stocks can 
never go wrong—but individuals can. 
Despite their stand, not all funds have 
the best in brains and know-how. Too, 
the funds have virtually no control 
over salesmen (Investors Diversified is 
a notable exception) who frequently 
say anything to make a sale. The new 
PR boss is expected to compile and 
release additional statistics (N.A.LC. 
publishes overall industry quarterly 
figures) but how remains to be seen. 
He is also to “initiate” copy, but chances 
are that whatever is given out will be 
“general.” 

One example: most people think di- 
versification is a fund characteristic, 
but some funds—made up of primarily 
bonds, chemical stocks and the like— 
prefer to see that angle played down. 
Another illustration: one writer (not 
from ForBEs) spent weeks trying to 
check one small statement pertaining 
to the amount of cash needed to buy 
the average mutual share. Finally the 
bigger funds agreed that “$50—and in 
some cases less” would do the trick. 
Last week John Sheffey seemed sur- 
prised that “there are far more applica- 
tions from publicity firms than indi- 
viduals for the new job.” 


UNLIMITED OPPORTUNITY 
FOR EXPERIENCED 
SALES EXECUTIVE 


National Sales Manager with practical experience 
and hackground to promote the sales of Commercial 
Refrigerators and Display Cases through Regional 
Managers and Distributors and Dealers already set 
“WP on national basis. Prefer man.presently em- 
Dloyed, good personality with top qualifications and 
Tecommmendations, capable of doing a terrific job. 
alary and bonus no object to right person. Replies 
held in strictest confidence. Our executives know of 
this ad. Box F-154, Forbes, 80 5 Ave., N.Y. 11, N.Y. 
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Can You “Hit It Rich” 
in This Penny Stock? 


Amazingly selling at about 45¢ a share on a major U.S. exchange! 


Sure it’s speculative! But a few hundred dollars invested in this stock can 
make you astounding profits. Last Fall by following the Canadian experts 
we cover weekly, you could have bought 1,000 shares of Gunnar Gold Mines 
at 23¢— costing $230. By Jan., 1953, your 1,000 shares were worth 
$13,500 —a gain of 5,700%. Now this 45¢ stock can quickly be another 
Gunnar Gold. It is backed by interests in 127 producing wells mostly in 
fabulous Alberta, plus vast land holdings being explored and developed for 
oil . . . proven oil reserves: over 25,500,000 bbis. Started in 1950, this 
company’s fast, strong growth proves ability to drill successfully where others 
gave up or missed this land’s great profit potentials. 

With the second phase of Canada’s boom in stocks beckoning, things happen 
rapidly—especially in oil. So send today for a full report on this fortune- 
making penny stock—yours FREE with 4 weeks’ trial subscription bringing 
you bulletins packed with profit-making information and advice. 














—Fill in, Clip, Mail Coupon Today with $1 


DUVAL'S CANADIAN CONSENSUS, Inc. 
Dept. DC-541, 41-43 Crescent St., Long Island City |, N. Y. 
I enclose $1 (Aic Mail $1.25) for PENNY OJL TO BUY NOW Report with FREE 4 weeks’ 


service. New Subscribers only. 
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How to Get YOUR Share 
when Stock Prices SOAR! 


The biggest stock market in history is coming. We confidently expect the Dow 
industrial average will go beyond 450! (280 today). The upward move has already 
started, with high-grade investment stocks making new highs. Second and third-grade 
issues will join the rise—and it is in these groups that spectacular percentage 
gains will be made. This will not only happen in American securities, but also in 
the volatile Canadian market. 


Our current letter tells why prices will rise—shows how soundly-based the move is. 
Does that mean that any stock you buy now will fully participate in the advance? 
NO! As always, careful selection is necessary, based on facts and foresight. Our 
advisory service can be of invaluable help to you in gauging the trend and uncovering 
profitable market situations. It will keep you ahead of the crowd, give direction and 
assurance to your market moves. And don’t forget, we cover the important 
Canadian, as well as American markets. 


Subscribers pay $35 a year for our service, but we are making a special introductory 
offer of two months’ trial service for only $1. (New subscribers only). This is for a 
limited time, so act TODAY. Send coupon below, with $1 to— 





CANADIAN AMERICAN ADVISORY, Inc. 
1 East 57th Street, New York 22, N. Y. 


I enclose $1 for two months’ trial subscription to your service. 
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January 1, 1954 











FORECASTING STOCK MARKET 
MOVEMENTS 


LOW-PRICED STOCKS 


OIL 
GOLD 
URANIUM 


Ask for Free Bulletins 


AL. J. JOHNSON, Broker 


P. O. Box 101 
Colorado Springs, Colo. 


price and details write to— 
MARSHALL M. FERGUSON 
423 West 8th Street 
Los Angeles 14, California 
(Not an Advisory Service) 








My forecasting methods for the long swings of 
stock prices are now being taught by mail. These 
methods are successful in signaling the right time 
to buy and sell and have produced substantial 
profits. They show how to forecast the longer 
movements and how to make money. The real 
profits are made in the longer movements. For 
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GOLD?? 


Free gold has fallen sharply in Paris. Get 
the vital facts behind the problem. What 
world authorities agree on gold and —~ 
Byzantium and 800 years of achievement 

fixed parity. Gold one an ised $1.20 from ao 
pendence to Roosevelt revaluation. The his- 
torical and moral facts that will determine the 
future for stocks. A nutshell analysis of the 
unpublished facts. A sequel to our brilliant 
study of Sept. 1952 that showed why the price 
would NOT be raised and how gold shares 
would collapse. 

“THE FUTURE OF GOLD?” PRICE $2.00 
WHAT'S AHEAD for 1954? The vital year 
in the investment calendar and WHY. The 
true story behind the recent break. Why there 
will be ne slump. How basic factors show 
record breaking Bull Market ahead. New 
and decisive facts that the experts have missed. 
Don’t de deceived by charts. 

Send for Stecks Now in Accumulation Area. 

What's Ahead for 1954. PRICE $2.00 
Special offer. Both the above reports. 

PRICE $3.00 
ALL FINANCIAL HOUSES SHOULD 
GET THESE VITAL FACTS. 


C. F. M. WILLIAMS 


36 West 40th Street, New York 
NEW YORK LONDON 

















GRAIN 
TRADING 


Specific grain advices with exact 
buy-sell price stated in advance. All 
trades closed out. Advice on soy- 
beans, corn, wheat, oats, rye, lard, 
oil and meal. Published 

Monday and Thursday. Air mail free 
beyond 250 miles. 

Trial sub includes booklet “Profitable 
Grain Trading,” also 8 issues of the 
letter, also seasonal trend chart on 
a grain which tends to rise at one 
season. 


New Subscribers Only 
Send $5 for Offer C-4 


NATIONAL GRAIN TRADER 
35 E. WACKER, CHICAGO |, ILL. 











Louis Slicker 


REALTY INVESTMENTS 
565 FIFTH AVENUE « NEW YORK 17, N. Y. 











Your dividend notice in FORBES 
directs nationwide attention of 
influential investors in finance 


and industry to your company. 











THE ECONOMY 





(CONTINUED FROM PAGE 14) 


said President Frank M. Folsom. “But 
it is an even greater triumph for the 
public and the television industry.” De- 
velopment, said he, cost “more than 
$25 million.” Black and white’s begin- 
ning cost the corporation $50 million. 

More effusive was Chairman David 
Sarnoff: “The day on which the FCC 
approved standards for the commercial 
broadcasting of compatible color tele- 
vision will be remembered in the an- 
nals of communications. . . .” 

Both men could have been more 
blunt. Although radio-TV-record com- 
panies lifted nine-month 1953 net a 
husky 64% over the previous period, 
many TV markets are saturated. At a 
new and markedly higher price level, 
the new gadget will give set sales a 
much needed shot in the arm. Deliv- 
eries of station equipment will start 
by March—57 cities have already or- 
dered. Folsom declared: “Color TV 
sets will begin to come off the produc- 
tion lines in small quantities in approxi- 
mately six months.” But “it will prob- 
ably be at least an additional year until 
mass production is reached.” First sets 
will have 14-inch picture tubes. Tabs: 
$800 to $1,000. 

As if the TV passion set the pace, 
carpet-making President Joseph L. 
Eastwick of James Lees and Sons, sees 
a favorable future in the entire home 
furnishing field. His argument: a vast 
replacement market and the new em- 
phasis on attractive homes. Lees Trea- 
surer Horace C. Jones put 1953 sales 
at $60 million, down $5 million from 
the year before. But, he hurriedly 
added, $5 million of 1952’s output was 
for defense, hence last year’s perform- 
ance held its own. In his outlook, East- 
wick sees “a normal, competitive mar- 
ket—inventories at both the retail and 
manufacturing levels are on a conserva- 
tive basis.” 

Also hard hit by 1953, hosierymen 
were still fighting. The recent sales dip 
brought no alarm to Holeproof Hosiery 
Company President Gustave Frankel. 
“On the contrary,” said he, “it’s an en- 
couraging indication that longer wear- 
ing hosiery is being produced” Once, 
he recalled, “men bought imported 
woolen hosiery to get the best quality. 
Now consumers are showing a prefer- 
ence for hosiery made of new yarns 
and new fiber combinations. The feel 
and wearing qualities of American- 
made hosiery today account in large 
measure for this change.” 

In the overall picture, said Frankel, 
“prospects for hosiery and lingerie are 
particularly encouraging for the coming 
year. The drop-off in major appliance 
purchases,” he thought, “was due to 
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oversupply and reduction in demand. 
In soft goods, on the other hand, sup- 
ply and demand are on a more even 
keel. With employment at a peak and 
income «ill high, people are continu- 
ing to purchase wearing apparel of all 
types.” 

At least one of the men on whom 
Frankei dej-ends tor distribution could 
use some of the stockirz-man’s opti- 
mism. “The tirst quarter of 1954 will 
prove crucia] to many stores through- 
out the country,” glooms Hess ®rothers’ 
Max Hess, “There is a good indication 
that money will tighici. up during the 
early part of the year But consumers 
will have the money to spend and 
stores that go in for heavy selling and 
strong promotions during this period 
will survive. Those that plan to coast 
along until Easter may be faced with 
disaster.” 

Pointing to one example of the re- 
tailer’s need for an eye to shifting buy- 
ing habits, Hess explains: “It’s a wise 
merchant who knows where his dress 
department ends and where his sports- 
wear department begins these days. 
Many an exciting sportswear increase 
blinds the merchant to a decrease in 
the dress business.” Merchandisers, in- 
sists Hess, must be “alert enough to 
capitalize on the opportunities created 
by changes in buying habits and keep 
their inventories and operation flexible 
enough to meet the changes.” 

While other storemen have dodged 
the subject, Hess worries aloud about 
the “deals” made by discount houses 
which have begun to get most of the 
appliance business by cut-pricing. He 
calls this “the only disturbing factor 
in the year ahead.” Manufacturers, he 
complains, seem “to feel that it is all 
right for the discount operator to work 
sub rosa but it is horrible for depart- 
ment stores to offer similar bargains 
openly.” Like many another harried 
seller, Hess suggests that before retail- 
ers see sales snatched away, stores will 
“either have to give up the major ap- 
pliance business or fight fire with fire.” 








CANADIAN PACIFIC 
RAILWAY COMPANY 


DIVIDEND NOTICE 


At a meeting of the Board of Directors 
held today a final dividend of seventy- 
five cents per share on the Ordinary 
Capital Stock was declared in respect of 
the year 1953, payable in Canadian funds 
on February 26, 1954, to shareholders 
Spee at 3.30 p.m. on December 30, 


By Order of the Board. 


Frederick Bramley, 
Secretary. 


Montreal, December 14, 1953. 


Forbes 
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(CONTINUED FROM PAGE 129) 


than a year ago, but with so much 
building going on, the need for gas, 
water and sewer pipe should continue 
high. Earnings have not been less than 
$4.89 a share in any year since 1946, 
and in the last seven years have aver- 
aged about $6 a share. 

United States Steel, paying $3, at 41 
offers a return of 7.3% on a dividend 
which may be increased before the end 
of 1954. Net in 1953 was between $7 
and $7.50 a share after heavy charges, 
and with the EPT out, net for the first 
quarter of 1954 may be larger than 
for any quarter of the last two years. 
Taking the debt at par and the com- 
mon and preferred stocks at the mar- 
ket, the company currently is appraised 
at a price of about $45 per ton of ca- 
pacity, whereas it would cost $200 to 
$300 a ton to duplicate the plant, much 
of which is new. This company, due 
to accelerated depreciation charges, 
will have a very heavy “cash flow” for 
the next two years, with capital needs 
lless. Of all the stocks mentioned in this 


1954 


FORECAST 
STOCKS-COMMODITIES 


CHARTS 


36th Consecutive Yer’ 
Includes 12 Monthly Letters with 


Specific Advice FREE of extra cost 
ACT NOW —be ready! 


W. D. GAN N Research, Inc. 


JOSEPH L. LEDERER, President 
Box 656, Scarsdale, New York 
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column, U. S. Steel probably is statis- 
tically the cheapest. 

United Fruit, at 45, assuming con- 
tinued payments of $3.50 a share, of- 
fers a return of 7.8%. The 1953 net is 
estimated at $5 a share. The stock, 
down from 73% in 1951, has gone a 
long way toward discounting less favor- 
able political conditions in Central 
America. It has paid dividends every 
year since 1899. There are no bonds 
or preferred ahead of it. Recently sup- 
port in the 44-46 price range has been 
impressive in spite of year-end tax loss 
selling. This “faded” blue chip, lately 
so unpopular, may be the buy of the 
year. 

Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 


Own a DIVIDEND 
TIME TABLE 


Protect and Forecast Your 
Investment Income With 


PERIODIC INCOME CALENDAR 


Free inspection . 


Only 


$2.50 


postpaid 


Tells you at a glance what Investment 
Income checks to expect each month. 
Warns you of lost check or omitted 
dividend. 

Provides space for purchase and sales 
data. 

Handles up to 72 separate investments 
over a 5-year period. 

Attractively bound in simulated leather, 
gold embossed, 71/2” x 11”. 


. . send $2.50 cheek or money 


order for Calendar postpaid. Returnable within 
10 days for full refund. 


EUGENE A. HAGEL, Publisher 


230 RIDGEWAY ROAD 
BALTIMORE 28, MARYLAND 














Your dividend notice in FORBES 
directs nationwide attention of 
influential investors in finance 


and industry to your company. 














There is tremendous business-building power in a well 
directed program of STOCKHOLDER RELATIONS— 
especially if it is properly geared to attract reader at- 
tention — and capable of earning for a corporation a 
“name status” in the Securities Community. 

Our methods of handling corporate relations with stock- 
holders and with members of the financial community 
are well recognized — as is the simplicity with which 
we present each client’s story to the investment opinion- 
makers across the country. 


If you would like to see how your company can be 


Specialists 


MM 


Successful 


beneficially helped by our organization, write or call 


for appointment. 


Stockholder 
Relations 


stockholder relations 


Tel.: WOrth 4-4856—4-4897 © 100 Broadway, New York 5, N.Y. 

















Roya TYPEWRITER 


ComPaANY, INC. 


The regular quarterly dividend 
of $1.1212 per share for the cur- 
rent quarterly dividend period 
ending January 31, 1954, has been 
declared payable January 15, 1954 
on the outstanding 442% cumu- 
lative preferred stock, series A, of 
the Company to holders of pre- 
ferred stock of record at the close 
of business on December 28, 1953. 


A dividend of 3712¢ per share 
has been declared payable Janu- 
ary 15, 1954, on the outstanding 
common stock of the Company, 
of the par value of $1.00 per 
share, to holders of common stock 
of record at the close of business 
on December 28, 1953. 


ROBERT S. MILLER 
December 9, Secretary 
1953 


—RayYAL— 














ENGINE AND AIRPLANE CORPORATION 


=< FAIRCHILD 


HAGERSTOWN, MD 


The Board of Directors of 
the Fairchild Engine & Air- 
plane Corp. on 2 December 
1953 declared a dividend of 
twenty cents (20c) per share 
on the common stock, pay- 
able by check on the 24th of 
December 1953 to stock- 
holders of record at the close 


of business 14 December 


1953. 


R. S. Boutelle 
President 

















MANUFACTURING COMPANY 
Framingham, Mass. 


EXTRA DIVIDEND 


“A” Common and Voting Common: 


An extra dividend of 20 cents per 
share on the “A” Common and 
Voting Common Stocks will be paid 
Jan. 15, 1954, to stockholders of 
record Dec. 21, 1953. 

A. B. Newhall, Treasurer 
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The Retirement Handbook 

The concept of retiring from a con- 
structive point of view is that people 
retire to a new way of life. Nine steps 
in successful retirement planning are 
given and developed in this book: (1) 
Define your concept of retirement; (2) 
Make decisions on the basis of fact; 
(3) Be open-minded in collecting re- 
tirement ideas; (4) Do your own ad- 
vance planning; (5) Consult your wife; 
(6) Make a long-range plan; (7) Don’t 
set your financial goals too high; (8) 
Choose a location to live in; (9) Fol- 
low through on your plan. There is a 
chart giving climatic data on fifty- 
eight cities and a chart showing cost- 
of-living in selected localities (by 
Joseph C. Buckley, Harper & Brothers, 
New York, N. Y., 1953, $3.95). 


Examination of Insurance Companies— 
Volumes 1 and 2 

These two volumes are the first of a 
series of six planned on the subject of 
insurance. Volume 1 gives a general 
introduction to the entire series. Part 1 
gives the history and organization of 
the New York State Insurance Depart- 
ment and of the National Association 
of Insurance Commissioners. Part 2 
consists of lectures by prominent 
officers of leading insurance companies 
covering every major class of insurance. 
Volume 2 is a detailed presentation of 
the techniques and procedures used by 
the New York State Insurance Depart- 
ment in conducting examinations of 
insurance companies. Both volumes are 
illustrated by detailed charts, tables, 
appendixes and reproductions of forms 
used by companies as well as the De- 
partment. The final volume of the series 
of six will provide a comprehensive 
index for the entire work (prepared 
under the direction of Deputy Super- 
intendent Adelbert G. Straub, Jr., New 
York State Department of Insurance, 
New York, 1958, $15 for first two vol- 
umes—not sold separately). 





INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


1715" 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share paycble on January 1, 
1954 to stockholders of record 
at the close of business Decem- 
ber 15, 1953, was declared by 
the Board of Directors. 
ANDREW W. JOHNSON 


Vice-President and Treasurer 


December 1, 1953 
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ARO) 


The ARO EQUIPMENT CORP. 


Bryan, Ohio 


Quarterly 
Dividend Notice 


The Board of Directors has 
declared a regular quarterly div- 
idend of 30c per share on com- 
mon stock payable January 15, 
1954 to shareholders of record 
at the close of business, January 


2, 1954. 


L. L. HAWK 
Sec.-Treas, 


December 3, 1953 


a 














PICTURE CREDITS 


20—STANDARD OIL CO. (N.J.) (1). 


21—WIDE WORLD (1); INTERNA- 
TIONAL (1). 


22—HARRIS & EWING (1); INTER- 


NATIONAL (1); STANDARD 
OIL CO. (N.J.) (1). 


24—INTERNATIONAL (1). 
25—WIDE WORLD (1). 

38—WIDE WORLD (1). 
42—STANDARD OIL CO. (N.J.) (1). 
44—UNITED PRESS (1). 
47—INTERNATIONAL (1). 
48—STANDARD OIL CO. (N.J.) (1). 
51—WIDE WORLD (2). 
53—INTERNATIONAL (1). 
55—WIDE WORLD (1). 
92—INTERNATIONAL (2). 
96—WIDE WORLD (1). 








COLUMBIA PICTURES 
CORPORATION 


The Board of Directors has 
this day declared an extra 
dividend of twenty-five 
(25¢) cents per share on 
its Common Stock and 
Voting Trust Certificates 
for common stock, payable 
January 19, 1954 to stock- 
holders of record December 
29, 1953. 


There was also declared an 
extra stock dividend of 
two and one-half per cent (2%4%) on the 
Common Stock and Voting Trust Certifi- 
cates for common stock of the Corporation, 
payable in common stock on January 19, 
1954 to stockholders of record December 
29, 1953. Cash will be paid where frac- 
tional shares of Common Stock are due. 

A. SCHNEIDER, 

Vice-Pres. and Treas. 


New York, December 15, 1953. 
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Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 176 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 27 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 23 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on the 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 

2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able January 31, 1954, to stock- 
holders of record January 5, 
1954. Checks will be mailed 
from the Company's office in 
Los Angeles, January 31,1954. 


P, C. HALE, Treasurer 
December 18, 1953 
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CONSOLIDATED 
NATURAL GAS 


COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 24 


T ue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
Two and One-HalfCents(6212¢) 
per share on the capital stock of 
the Company, payable on Feb- 
ruary 16, 1954, to stockholders 
of record at the close of business 
January 15, 1954. 


R. E. PALMER, Secretary 
December 17, 1953 
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THE ELECTRIC STORAGE BATTERY 
COMPANY 
213th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
year-end dividend for the year 1953 of 
fifty cents ($.50) per share on the 
Common Stock, payable December 28, 
1953, to stockholders of record at the 
close of business on December 14, 
1953. Checks will be mailed. 

H. C. ALLAN, 

Secretary and Treasurer 
Philadelphia, December 4, 1953. 











THOUGHTS 





He that resolves upon any great and 
good end, has, by that very resolution, 
scaled the chief barrier to it. He will 
find such resolution removing difficul- 
ties, searching out or making means, 
giving courage for despondency, and 
strength for weakness, and like the star 
to the wise men of old, ever guiding 
him nearer and nearer to perfection. 

—Tryon Epwarps. 


A good intention clothes itself with 
power. —EMERSON. 


Spend your time in nothing which 
you know must be repented of; in 
nothing on which you might not pray 
for the blessing of God; in nothing 
which you could not review with a 
quiet conscience on your dying bed; 
in nothing which you might not safely 
and properly be found doing if death 
should surprise you in the act. 

—BAXTER. 


The laboring man and the artificer 
knows what every hour of his time is 
worth, and parts not with it but for the 
full value: they are only noblemen and 
gentlemen, who should know best how 
to use it, that think it only fit to be 
cast away; and their not knowing how 
to set a true value upon this, is the 
true cause of the wrong estimate they 
make of all other things.—CLARENDON. 


I prefer credulity to skepticism and 
cynicism, for there is more promise in 
almost anything than in nothing at all. 

—RALPH BARTON PERRY. 


Words without actions are the assas- 
sins of idealism. —HERBERT HOOvER. 


Presents which our love for the 
donor has rendered precious are ever 
the most acceptable. —Ovw. 


The true Christian is the true citizen, 
lofty of purpose, resolute in endeavor, 
ready for a hero’s deeds, but never 
looking down on his task because it is 
cast in the day of small things; scorn- 
ful. of baseness, awake to his own 
duties as well as to his rights, follow- 
ing the higher law with reverence, and 
in this world doing all that in his power 
lies, so that when death comes he may 
feel that mankind is in some degree 
better because he lived. 

—THEODORE ROOSEVELT. 


ON THE BUSINESS OF .LIFE 


Rome endured as long as there were 
Romans. American will endure as long 
as we remain American in spirit and in 
thought. —Davip STARR JORDAN. 


If thou wilt receive profit, read with 
humility, simplicity and faith, and seek 
not at any time the fame of being 
learned. —THomas A KEMPIS. 


To act with common sense, accord- 
ing to the moment, is the best wis- 
dom; and the best philosophy is to do 
one’s duties, to take the world as it 
comes, submit respectfully to one’s lot, 
bless the goodness that has given us 
so much happiness with it, whatever 
it is. —Horace WALpoOLeE. 


The two basic processes of educa- 
tion are knowing and valuing. 
—Rosert J. HAvicHursT. 


Among the sentiments of most 
powerful operation upon the human 
heart, and most highly honorable to 
the human character, are those of 
veneration for our forefathers and of 
love for our posterity. 

—Jonn Quincy Apams. 


To speak well supposes a habit of 
attention which shows itself in the 
thought; by language we learn to think 
and above all to develop thought. 

—KarL vON BONSTETTEN. 


Freedom is not worth having if it 
does not connote freedom to err. 
—MAHATMA GANDHI. 


A prudent person profits from per- 
sonal experience, a wise one from the 
experience of others. 

—Dr. JoserpH CoL.ins. 


Business checks up on itself fre- 
quently to be sure that it still is headed 
for its original goals. Is there not need 
for a similar check-up on the part of 
the church? —Bruce Barton. 


We are afraid to put men to live and 
trade each on his own private stock of 
reason; because we suspect that this 
stock in each man is small, and that 
the individuals would do better to avail 
themselves of the general bank and 
capital of nations and of ages.—Bunxg. 


The wisdom of the wise and the ex- 
perience of ages may be preserved by 
quotation. —DIsRAELI. 


Almost always the most indigent are 
most generous. —STANISLAUS. 


Every man has a property in his own 
person; this nobody has a right to but 
himself. —Locxg. 


Sincerity and truth are the basis of 
every virtue. —ConFucns. 


He that has energy enough to root 
out a vice, should go further, and ty 
to plant a virtue in its place; otherwise 
he will have his labor to renew. A 
strong soil that has produced weeds 
may be made to produce wheat. 

—Co ton. 


The career of a great man remains 
an enduring monument of human 
energy. The man dies and disappears, 
but his thoughts and acts survive and 
leave An indelible stamp upon his race. 

—S. Smines. 


The person of tomorrow must have 
ability to live with himself. This 
assures inner strength to do what is 
right in material and human relation- 
ships. Its fruits are peace of mind and 
serenity of being. —RocER M. Kyés. 


Two persons cannot long be friends 
if they cannot forgive each other’s little 
failings. —BRUvyYERE. 


Countries are well cultivated, not as 
they are fertile, but as they are free. 
—MONTESQUIEU. 


Every art and every inquiry, as well 
as every practical pursuit, seems to aim 
at some good, whereby it has been 
well said that the good is that at which 
all things aim. —ARISTOTLE. 





More than 3,000 selected “Thoughts” 
are available in a 544-page book. 
Regular edition, $5. Deluxe edition, 
handsomely boxed, $7.50. 











A Text... 


Sent in by B. G. 
York, N. Y. What’s your favor- 
ite text? A Forbes book is 
presented to senders of texts used. 


Lipton, New 


— 


Let all bitterness, and wrath, and anger, 
and clamour, and evil speaking, be put 
away from you, with all malice: And be 
ye kind one to another, tenderhearted, 
forgiving one another... . 


—Epuesians 4:31, 32 





—— 


Forbes 


















FAITH... 
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aim When you see telephone lines going up, you see proof your telephone company believes 
Meh in the future of your community. General Telephone System has invested hundreds of millions 
TLE. of dollars in that faith to bring modern telephone communication to 21 states. 
; As we continue to expand and improve our service, thousands 
k. of Americans show their faith by investing their savings in our System; 
n, 
many others by investing their careers, some by doing both. 
It is faith and partnership like this that keeps America great. 

| General Telephone 
System... Que of H 
— 260 MADISON AVENUE, NEW YORK, N.Y. 





Private Kyo FOR INDUSTRY 


He’s engaged in the most extensive investiga- 
tion of all time. It’s the constant search carried 
on in industrial laboratories for ways to pro- 
duce things better, more economically, and in 
greater volume. In chemical plants, pulp and 
paper mills, petroleum refineries, glass plants, 
and textile mills his research helps cut waste 
and inefficiency. And, often, the improvements 
that benefit one industry may have important 
applications in others. 


At Mathieson, for example, research leading 
to continuous preparation of hypochlorite 
bleach is of significance to textile and paper 
producers as well as to the makers of household 
bleach. Mathieson has also taken the lead in 
chlorine dioxide superbleaching; this process 
used in pulp and paper manufacture means 


greater brightness without loss of strength. 
Then, too, Mathieson’s engineering develop- 
ment in wet storage of soda ash will lead to 
considerable savings among refiners, chemical 


and paper producers using large quantities of 
soda ash in solution. 


As industry grows through research, the im- 
portance of the chemist, the engineer, the 
laboratory technician becomes more and more 
pronounced. At Mathieson, they are in the 
vanguard of the company’s constantly expand- 
ing contribution to more efficient manufactur- 
ing, more productive farming, more effective 


healing. 2 


MATHIESON CHEMICAL CORPORATION 
Baltimore 3, Maryland 
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